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PREFACE 

THE  purpose  of  this  work  is  to  follow  the  course 
of  railway  regulation  in  this  country  to  the  present 
time,  to  consider  the  several  ways  in  which  our  rail- 
way system  has  affected  the  general  welfare,  and  to 
offer  some  suggestions  as  to  its  future  regulation ;  if 
that  system  is  to  be  viewed  as  an  organic  factor  in 
the  further  exploitation  of  our  natural  resources  and 
in  the  evolution  of  our  characteristic  social  order. 

Its  scope  includes  such  a  description  of  past  con- 
ditions as  seems  necessary  to  trace  to  their  origin  the 
ills  complained  of,  and  to  exhibit  the  effects  of  the 
attempts  to  cure  them  by  government  regulation. 
These  intermediate  conditions  have  been  treated  with 
greater  particularity  in  previous  works  on  "  Restric- 
tive Railway  Legislation  "  and  on  "  Railway  Corpora- 
tions as  Public  Servants,"  of  which  this  work  is  in 
that  sense  a  continuation. 
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PROBLEMS    IN    RAILWAY 
REGULATION 

CHAPTER  I 

INTRODUCTION 

A  DEMOCRACY  settles  but  one  political  issue  at  a 
time.  In  the  first  flush  of  popular  excitement,  it  is 
futile  to  endeavor  to  give  a  rational  direction  to  the 
discussion.  Statements  founded  upon  a  thorough 
investigation  of  the  subject  matter  or  upon  expert 
knowledge  are  ignored.  If  they  are  from  independent, 
impartial  observers,  they  usually  contain  some  propo- 
sitions that  are  unwelcome  to  the  interests  attacked 
or,  if  they  favor  the  parties  defendant,  they  are  con- 
temned as  being  either  bought  or  biased.  In  fact, 
when  one  reads  the  newspaper  accounts  of  such  a 
discussion,  it  would  almost  seem  that  all  which  had 
been  written  on  the  subject,  the  result  of  experience 
and  reflection,  had  been  written  in  vain. 

The  arguments  that  captivate  public  opinion  have 
their  origin  perhaps  in  individual  or  sectional  griev- 
ances, partly  real  but  largely  sentimental,  or  they 
arise  in  a  period  of  general  financial  depression  which 
is  popularly  attributed  to  the  immediate  and  there- 


fore  more  apparent  links  in  a  chain  of  causes  and 
effects,  whose  governing  factor  is  remotely  concealed. 
By  means  of  such  arguments,  politicians  attain 
notoriety  and  succeed  in  placing  upon  the  statute 
books  the  remedial  legislation  that  they  advocate. 

The  effect  of  such  legislation  may  not  be  imme- 
diately perceived.  It  may  have  become  involved 
with  correlated  or  contemporaneous  phenomena;  so 
that  only  in  the  course  of  time  will  it  be  practicable 
to  disentangle  the  complicated  reactions  and  ascribe 
to  each  factor  its  relative  agency.  But  meanwhile 
the  voice  of  the  people  has  been  heard,  and 
recalcitrant  interests  must  conform  to  its  mandate. 
For  it  is  by  such  means  that  legislation  crudely  indi- 
cates the  will  of  a  democracy.  It  may  not  at  first 
conform  to  actual  conditions;  often  it  does  not. 
But  by  degrees,  and  principally  through  its  modifi- 
cation by  resort  to  the  courts  for  its  interpretation 
under  the  light  of  experience,  it  becomes  adapted  to 
the  state  of  society  in  which  it  is  to  be  applied. 
Earnest  and  honest  efforts  to  find  remedies  for  ad- 
mitted evils,  though  they  may  fail  of  the  purpose  in 
view,  do  assist  in  bringing  about  a  better  state  of 
things.  As  Milton  said,  "the  opinion  of  good  men  is 
knowledge  in  the  making."  The  gain  politically  is 
in  the  general  recognition  of  a  fundamental  principle 
underlying  some  novel  complexity  in  economic  con- 
ditions, which  has  gradually  involved  the  social  order 
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without  attracting  observation,  until  attention  is 
directed  to  its  objectionable  effects  upon  the  welfare 
of  the  community. 

Many  of  the  propositions  thus  presented  for  public 
discussion  are  urged  from  personal  motives  or  are 
intended  to  further  individual  or  local  interests. 
*  Under  our  form  of  government,  action  on  such  propo- 
sitions is  usually  confined  to  the  legislatures  of  the 
several  states  in  the  Union.  In  considering  those  of 
a  national  character,  and  looking  back  only  to  the 
termination  of  the  Civil  War,  we  have  had  first  to 
settle  those  which  concerned  the  political  status  of 
the  conquered  states.  Few  even  of  these  issues  have 
proved  to  be  of  more  than  temporary  importance. 
Of  those  which  still  remain  as  a  heritage  from  that 
period,  the  most  important  problems  of  a  national 
character  have  arisen  from  the  unsettled  relations  of 
the  white  and  black  races  in  the  Southern  States. 
In  fact,  these  may  be  considered  as  the  only  ones 
that  are  purely  political,  in  so  far  as  they  affect 
the  fundamental  principles  of  constitutional  govern- 
ment. Others  which  have  been  treated  as  politi- 
cal issues  are  at  bottom  social  problems,  such  as 
the  prohibition  of  the  sale  of  intoxicants,  and,  in- 
deed, the  relations  of  the  races  may  gradually  lose 
the  character  of  political  issues  and  be  placed  in 
the  same  category. 

Such  issues  have  at  different  times  aroused  bitter 
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animosity  and  convulsed  the  temperament  of  our 
people  to  an  extent  that  would  permit  of  no  rational 
discussion  of  them.  They  have  been  utilized  for 
scenic  displays  of  ambitious  oratory  or  for  securing 
political  preferment  by  sensational  appeals  to  sectional 
or  class  prejudices.  Yet  by  continual  attrition,  in 
the  course  of  public  discussion,  these  also  have  be- 
come divested  of  the  political  husk  in  which  they 
were  enveloped  and  the  substantial  issue  has  at 
length  appeared  as  an  economic  problem. 

This  may  be  asserted  of  the  problems  that  were 
presented  in  the  r  establishment  of  the  public  fi- 
nances and  the  resumption  of  specie  payment,  as 
in  the  issue  of  the  "  Greenback  currency,"  and  more 
certainly  of  the  demonetization  of  silver.  The  sug- 
gestion that  silver  should  be  placed  on  a  parity  with 
gold  as  the  basis  for  a  paper  currency  was  in  its  origin 
a  political  expedient  devised  to  secure  the  support  of 
senators  from  the  silver-producing  states  in  the  pas- 
sage of  a  customs  tariff  bill.  Yet  opposition  to  this 
purely  partisan  scheme  was  afterward  eloquently  de- 
nounced as  a  crime  which  could  only  be  adequately 
symbolized  by  comparison  with  the  tragic  culmination 
of  the  revelation  of  God  to  Man.  So  true  it  is  that 
faith  without  knowledge  in  matters  of  fact  confuses 
the  sense  of  right  and  wrong. 

When  we  consider  the  subsequent  displacement  of 
silver  as  a  circulating  medium  of  equal  dignity  with 
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gold  and  its  general  relegation  to  the  position  of  a 
merchantable  commodity,  we  recognize  the  factitious 
character  of  the  political  agitation  which  obscured 
the  economic  aspects  of  this  problem;  an  agitation 
which  was  even  utilized  in  dissolving  the  ties  of  po- 
litical parties  to  further  personal  ambition.  As  this 
topic  seized  upon  public  opinion,  an  opportunity 
was  afforded  for  those  rhetorical  appeals  which  are  as 
dear  to  the  political  orator  as  to  his  hearers;  since 
they  call  for  but  a  superficial  acquaintance  with  the 
subject  on  his  part  and  make  as  little  demand  upon 
their  reasoning  powers. 

While  partisan  feeling  with  reference  to  the  "Free 
silver"  question  was  at  its  height,  the  growing  im- 
portance of  certain  problems  connected  with  our  rail- 
way system  also  attracted  public  attention  and, 
when  the  demonetization  of  silver  had  become  an 
accomplished  fact,  railway  regulation  replaced  it  as 
a  prominent  political  issue.  In  the  course  of  dis- 
cussion, public  interest  was  diverted  from  the  original 
presentation  of  the  matter  as  a  regulation  of  railway 
rates  and  was  directed  to  the  restriction  of  the  privi- 
lege of  consolidating  competing  railway  lines.  The 
next  step  was  toward  the  prevention  of  a  -common 
control  of  competing  railway  corporations.  At  length, 
the  regulation  of  incorporated  capital  in  general  be- 
came a  political  question  and  was  seized  upon  by  the 
same  class  of  partisan  agitators  who  had  made  use  of 
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the  "Free  silver"  issue  to  disorganize  the  two  prom- 
inent political  parties. 

To  prevent  disorganization,  both  parties  avowed 
adhesion  to  such  regulation  as  one  of  the  prin- 
ciples of  their  respective  platforms  in  the  last 
presidential  campaign.  The  party  that  expressed 
the  most  conservative  views  on  the  subject  prevailed 
by  such  a  substantial  majority  as  to  place  the  respon- 
sibility for  further  legislation  concerning  it  upon  the 
representatives  of  that  party  in  the  federal  govern- 
ment; and  those  who  are  disposed  to  judge  of  the 
future  by  the  past  may  perceive  an  analogy  in  the 
subsequent  outcome  of  this  agitation  with  that 
which  made  a  political  issue  of  the  "Free  silver" 
question. 

As  a  result  of  the  last  presidential  election,  public 
opinion  concerning  the  regulation  of  railway  cor- 
porations may  gradually  cool  down  to  a  temperature 
that  will  admit  of  its  discussion  apart  from  consider- 
ations of  partisan  advantage.  When  that  time 
arrives,  the  problems  affecting  the  railway  situ- 
ation which  were  made  to  do  service  in  this  contest 
should  be  disentangled  from  political  complications; 
in  order  that  it  may  be  ascertained  in  what  respects 
they  really  are  political  and  in  what  respects  they  may 
be  commercial  or  economic  in  their  origin  and  develop- 
ment. Use  may  then  be  made  of  experience  already 
acquired ;  that  is,  if  we  recognize  the  value  of  learning 
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from  such  experience  instead  of  going  over  the  same 
ground  and  paying  for  it  a  second  time. 

In  no  other  country  has  the  development  of  its  rail- 
way system  given  rise  to  political  issues  of  the  char- 
acter which  it  has  engendered  in  the  United  States. 
Therefore  there  is  but  little  for  us  to  gain  from  the 
experience  of  the  countries  in  Continental  Europe. 
In  those  countries  the  highways  and  canals  had  been 
under  the  control  of  the  superior  governments  for 
centuries.  Railways  were  only  introduced  after  their 
paramount  importance  as  means  of  communication 
had  already  been  demonstrated  in  Great  Britain,  and 
their  regulation  became  at  once  a  matter  of  bureau- 
cratic administration.  The  main  political  issue  was 
that  of  state  ownership,  which  is,  as  yet,  not  a  burning 
question  with  us.  It  is  only  in  Great  Britain,  where 
the  ownership  of  the  national  system  has  always  been 
in  private  corporations,  that  we  may  learn  much  of 
present  advantage  in  the  matter  of  regulative  legis- 
lation. 

The  "Free  silver"  issue  was  but  one  phase  of  a 
controversy  that  dates  back  to  the  discovery  of  gold 
and  silver,  while  the  discoveries  which  have  given  rise 
to  railway  problems  originated  with  the  generation 
that  has  just  passed  away.  From  time  immemorial, 
transportation  by  land  had  been  accomplished  with 
animal  power.  Down  to  the  second  quarter  of 
the  nineteenth  century  there  had  been  no  change  in 
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this  respect.  The  means  of  transportation  were  still 
the  ass,  the  horse,  and  the  camel,  as  in  the  days  of  the 
Hebrew  patriarchs.  The  muscular  power  and  the 
physical  endurance  of  these  animals  still  limited  the 
capacity  and  the  rapidity  of  all  communication  by 
land.  So  far  as  these  elements  of  transport  service 
affected  the  expansion  of  commerce,  the  welfare  of 
the  human  race  had  attained  its  utmost  limits. 

When  the  railway  began  to  be  used  for  the  trans- 
portation of  goods  and  passengers,  the  vehicles 
were  still  drawn  by  horses.  It  was  therefore  looked 
upon  as  a  highway,  like  a  turnpike  road,  though  dif- 
ferent somewhat  in  construction.  Efforts  were  made 
to  utilize  it  in  the  same  way  by  collecting  tolls  from 
all  comers  who  would  adapt  the  wheels  of  their 
vehicles  to  the  rails.  But  the  substitution  of  the 
locomotive  for  the  draught  horse  compelled  the  as- 
sembling of  the  vehicles  in  trains  and  brought  the 
control  of  their  movements  directly  under  the  railway 
management.  With  this  concentration  of  the  main- 
tenance of  the  roadway  and  the  control  of  the  train 
service  under  one  management,  the  mission  of  the 
railway  began  as  an  entirely  new  method  of  land 
transportation. 

A  change  was  at  once  brought  about  in  the  manner 
of  compensation  for  the  service  performed,  from  tolls 
on  vehicles  to  specific  charges  for  transporting  their 
contents ;  and  the  foundation  was  laid  for  the  differ- 
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ences  of  opinion. with  respect  to  railway  rates  which 
still  afford  themes  for  orators  and  problems  for  political 
economists.  The  appearance  of  the  railway  as  a 
competitor  to  the  turnpike  was  accompanied  by  the 
obligation  to  obtain  from  Parliament  the  powers 
necessary  to  the  performance  of  a  public  service  and 
with  the  first  recognition  of  the  peculiar  character 
of  the  service  which  the  railway  was  thereafter  to  per- 
form, there  came  also  the  correlative  appreciation  of 
its  availability  as  a  political  issue. 

The  right-of-way  or  " way-leave"  for  tramways 
that  mine  owners  had  obtained  through  private  prop- 
erty by  negotiation  with  the  landowners  might  be 
obtained  for  a  public  highway,  without  their  consent, 
by  the  exercise  of  the  right  of  eminent  domain  inherent 
in  the  sovereign  state.  On  the  accompanying  question 
of  land  damages,  the  political  agitation  was  concen- 
trated. Every  attempt  to  obtain  a  railway  charter 
was  vigorously  resisted  by  the  territorial  magnates. 
All  obvious  means  were  resorted  to  for  creating  a  public 
opinion  adverse  to  the  new  method  of  transportation. 
The  antagonism  was  utilized  of  the  interests  associated 
with  the  turnpike  trusts,  the  stage-coach  and  wagon 
lines,  the  canal  companies,  and  the  barge  lines.  Many 
influential  persons  whose  pecuniary  interests  were  not 
unfavorably  affected  were  drawn  into  the  opposition 
by  that  antipathy  to  innovation  which  conies  from 
mental  inertia.  The  locomotive  was  denounced  as 
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an  engine  for  spreading  vile  fumes  throughout  the 
atmosphere  and  for  scattering  incendiary  fires  over 
the  country.  The  accidental  death  of  a  cabinet  min- 
ister at  the  opening  of  the  Liverpool  and  Manchester 
Railway  deterred  many  persons  from '  traveling  by 
rail,  and  others,  from  class  prejudice,  insisted  upon 
having  their  own  carriages  transported  in  open  wagons. 

By  such  appeals  to  selfish  motives  and  to  class  prej- 
udices, and  by  arousing  antipathy  in  those  who  had  no 
direct  interest  in  the  matter  a  formidable  opposition 
was  arrayed  in  Parliament  against  railway  promotion. 
This  opposition,  however,  had  no  real  foundation  in  a 
desire  for  the  public  welfare.  It  was  organized  for 
the  purpose  of  "holding-up"  the  incorporation  of 
railway  companies  in  the  interest  of  the  landed  propri- 
etors, to  enable  them  to  demand  exorbitant  damages 
as  the  price  for  their  assent.  The  stage  of  develop- 
ment into  which  the  railway  system  of  England  was 
then  entering  afforded  favorable  opportunities  for 
the  prosecution  of  such  schemes. 

The  profitable  returns  from  some  of  the  earlier  rail- 
way undertakings  furnished  promoters  with  arguments 
on  which  to  base  forecasts  of  the  possibilities  latent 
in  their  own  projects  that  attracted  general  attention 
to  the  new  mode  of  transportation.  The  adaptation 
of  the  principles  of  joint-stock  ownership  as  a  financial 
basis  for  these  projects  facilitated  the  investment  in 
them  of  the  profits  of  small  tradesmen  and  of  savings 
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from  moderate  fixed  incomes.  A  speculative  epidemic 
ensued  comparable  to  that  which  had  been  engendered 
by  the  operations  of  the  South  Sea  Company,  sixty 
years  before. 

The  ordinary  legislative  duties  of  Parliament  were 
so  much  obstructed  by  the  numerous  applications 
for  corporate  powers  that  special  committees  were 
created  to  dispose  of  them.  The  hearings  held  by 
these  committees  were  without  precedent  in  parlia- 
mentary experience.  Promoters  contended  with  each 
other  for  permission  to  occupy  the  same  route  with 
their  rival  lines  and,  into  this  contention,  the  represent- 
atives of  the  landholders  entered  with  vigorous  pro- 
tests. The  money  of  all  the  contestants  was  lavished 
upon  the  advocates  who  practiced  before  the  com- 
mittees. The  competing  promoters  were  at  the 
mercy  of  the  landed  proprietors  who  controlled  parlia- 
mentary constituencies  and  who  made  the  terms  with 
them  for  their  support;  so  that  it  may  be  said  that 
compensation  for  land  damages  was  but  another  ex- 
pression for  indirect  bribery.  This  item,  with  that  of 
parliamentary  expenses,  aggregated  an  amount  so 
vast  that  it  seriously  increased  the  capitalization  of  the 
railway  corporations,  and  to  this  day  an  appreciable 
proportion  of  the  charges  on  railway  traffic  in  Great 
Britain  is  devoted  to  defraying  the  interest  on  the 
useless  expenditure  entailed  by  vicious  legislation. 

Like  every  other  figment  of  the  imagination  that 
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obsesses  popular  opinion,  the  mania  for  investment 
in  railway  undertakings  had  to  run  the  usual  course, 
heedless  of  the  consequences  which  follow  upon  a 
refusal  to  recognize  statistical  facts  and  a  disregard 
of  economic  laws.  The  general  eagerness  to  get  rich 
quickly  increased  in  intensity  until  the  inevitable 
moment  could  no  longer  be  delayed  and  the  specu- 
lation in  railway  shares  collapsed,  to  the  conster- 
nation of  the  thousands  who  had  ventured  and  lost 
the  savings  of  a  lifetime  or  the  inheritance  which  had 
been  their  means  of  support. 

After  the  financial  panic  of  1849,  there  was  time  for 
sober  reflection,  and  the  public  began  to  see  that 
there  were  issues  involved  in  the  railway  situation 
that  affected  the  welfare  of  the  people  at  large,  as  dis- 
tinguished from  railway  promoters  and  shareholders 
and  from  landowners,  and  the  matter  became  the 
subject  of  serious  investigation.  The  shrinkage  in 
the  market  prices  of  railway  shares  had  been  so  great 
as  to  assume  the  importance  of  a  national  calamity. 
But  the  collapse  of  the  speculative  railway  mania 
differed  in  its  character  from  the  bursting  of  the  South 
Sea  Bubble,  which  was  purely  fictitious  and  without 
realizable  assets.  The  railway  promoters,  on  the 
contrary,  were  not  altogether  cheats,  but  often  only 
too  optimistic.  The  premises  of  their  prospectuses 
might  have  been  correctly  stated,  while  their  con- 
clusions were  erroneous  or  exaggerated,  and  they 
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deceived  themselves  with  their  own  arguments.  The 
money  invested  in  their  enterprises  was  for  the  most 
part  represented  by  railway  property  that  had  a  pro- 
ductive capacity  of  a  substantial  character,  to  which 
the  prices  of  railway  shares  conformed  after  confidence 
had  been  regained  in  the  permanent  value  of  railway 
communication  as  a  public  service. 

For  these  reasons,  when  general  attention  was  at- 
tracted to  the  railway  corporations  by  the  spectacular 
expansion  and  collapse  of  speculation  in  their  shares, 
they  were  not  treated  as  being  inimical  to  the  welfare 
of  the  people  at  large  or  as  imperiling  their  political 
rights.  Fortunes  had  been  made,  it  was  true,  by 
questionable  and  even  fraudulent  practices;  but  in- 
stances of  this  kind  were  considered  as  matters  for 
the  courts  to  deal  with  either  by  civil  or  criminal 
procedure.  There  was  no  disposition  to  utilize  such 
cases  as  themes  for  inciting  partisan  animosity  or  for 
creating  class  antipathy. 

Legislation  was  directed  rather  to  such  amendment 
of  the  laws  concerning  corporations  as  would  provide 
suitable  remedies  for  the  evils  which  had  sprung  up 
with  the  construction  of  the  national  railway  system 
by  means  of  individual  investments  in  private  cor- 
porations. The  regulation  of  their  powers  was  treated 
apart  from  the  regulation  of  railway  transportation 
as  a  public  service.  It  was  recognized  that  the  wel- 
fare of  the  nation  was  inseparable  from  the  prosperity 
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of  the  corporations  whose  securities  had  become  an 
important  element  of  the  national  wealth,  and  it  was 
not  thought  discreditable  for  a  member  of  Parliament 
to  advocate  a  careful  consideration  of  the  effect  upon 
their  prosperity  of  legislation  intended  to  regulate 
them  in  the  public  interest. 

The  governing  classes  had  become  involved  in  rail- 
way investments  to  such  an  extent  that  their  inter- 
ests were  fully  considered  in  the  parliamentary  de- 
bates. Discussion  was  accordingly  directed,  in  a 
great  measure,  to  the  reorganization  of  the  railway 
system  by  the  amalgamation  of  rival  lines;  but  the 
internal  commerce  of  the  country  had  so  profited  by 
their  rivalry  that  the  mercantile  interests  were  strongly 
opposed  to  such  projects.  The  question  of  amalga- 
mation versus  competition  thus  became  a  definite 
political  issue  between  the  two  class  interests  that 
dominated  legislation. 

It  is  characteristic  of  British  legislation  not  to 
provide  remedies  beforehand  for  all  possible  ills, 
but  to  meet  exigencies  as  they  arise  by  adapting  ex- 
isting instrumentalities  to  immediate  requirements. 
This  mode  of  legislation  may  appear  cumbersome; 
the  administrative  machinery  may  work  slowly; 
but  such  a  method  conforms  so  nearly  to  the  national 
habits  of  thought  that  but  little  energy  is  dissipated 
in  fruitless  experiments.  Neither  the  method  nor 
its  results  may  meet  with  the  approbation  of  the 
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theorist,  wedded  to  a  priori  deductions  and  logical 
formulas,  but  they  seem  to  be  successful  in  bringing 
the  institution  or  service  to  be  regulated  into  con- 
formity with  the  regulating  authority  without  serious 
hindrance  to  their  operations  and  without  disturbance 
of  the  financial  equilibrium  of  the  corporations  sub- 
jected to  such  regulation. 

On  the  other  hand,  a  system  of  regulation  on  a  pre- 
digested  plan,  the  product  of  a  single  mind,  however 
gifted,  may  fulfill  the  conception  of  its  creator  in  its 
symmetry,  yet,  in  fact,  become  a  strait-jacket  for 
those  who  are  compelled  to  conform  to  its  fixity  of 
plan  and  its  rigid  adherence  to  the  canons  of  political 
economy.  There  is  also  a  distinction  to  be  drawn 
between  regulative  legislation  that  is  the  result  of  due 
consideration  of  the  welfare  of  all  whose  interests 
are  affected  by  it,  and  that  which  is  stricken  out  red- 
hot  with  the  eloquence  of  doctrinaires  who  are  guided 
by  their  inner  consciousness  as  to  the  character  and  ex- 
tent of  the  evil  and  of  the  suitable  remedy.  Still  worse 
is  that  kind  of  regulation  which  has  been  molded 
by  partisans  moved  by  sectional  or  class  prejudices 
or  by  envy  of  those  who  have  perhaps  unduly  profited 
by  opportunities  afforded  in  connection  with  the 
matter  to  be  regulated. 

It  is  the  temper  in  which  British  railway  legislation 
has  been  framed,  rather  than  the  form  given  to  it, 
that  may  afford  a  lesson  to  us  in  the  further  course 


1 6   PROBLEMS  IN  RAILWAY  REGULATION 

of  regulation  by  Congress  and  by  the  state  legislatures. 
Still  the  regulation  of  railway  service  in  Great  Britain 
has  measurably  remedied  the  evils  which  became 
apparent  with  the  development  of  the  national  railway 
system.  For  these  reasons,  I  have  dwelt  at  some 
length  upon  the  character  of  British  railway  legisla- 
tion and  upon  the  environment  in  which  it  has  been 
accomplished.  In  many  respects,  however,  the  meas- 
ures which  were  adopted  in  Great  Britain  would  have 
been  inapplicable  to  the  railway  system  of  the  United 
States,  which  has  attained  its  present  proportions 
under  far  different  conditions. 

Therefore,  in  discussing  problems  connected  with 
the  regulation  of  the  American  railway  system,  it  will 
be  well  to  understand  the  character  and  extent  of  that 
system,  the  conditions  which  affect  the  public  service 
that  it  renders,  and  the  circumstances  by  which  its 
operations  are  surrounded;  or  more  briefly,  to  com- 
prehend the  environment  in  which  its  evolution  has 
been  developed. 

The  evolution  of  the  American  railway  system  may 
be  regarded  in  four  stages  of  development :  the  tenta- 
tive or  embryonic  stage,  the  period  of  experiment  with 
a  mode  of  transportation  whose  potential  influence 
as  a  public  service  had  not  yet  become  apparent ;  the 
stage  of  its  extension,  when  confidence  had  been  ac- 
quired in  its  permanent  value  as  a  factor  in  our  com- 
mercial, political,  and  social  life,  the  period  in  which 
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the  principal  framework  of  the  system  was  substan- 
tially established ;  the  succeeding  stage,  in  which  it 
was  found  necessary  virtually  to  reconstruct  the  sys- 
tem in  order  that  it  should  keep  pace  with  the  in- 
crease in  the  population,  the  products  and  the  resulting 
commerce  of  the  country;  and  finally,  the  period  in 
which  the  legislative  regulation  of  that  system  has 
become  a  predominating  factor  in  its  further  evo- 
lution. 

These  several  stages  of  development  have  not  been 
synchronous  throughout  the  United  States.  In  fact, 
they  have  overlapped  each  other  in  the  same  region. 
But,  in  a  general  way,  the  embryonic  stage  may  be 
said  to  have  terminated  with  the  occurrence  of  the 
Civil  War,  the  stage  of  reconstruction  to  have  followed 
upon  the  consequences  of  the  financial  crisis  of  1873, 
and  the  stage  of  legislative  regulation  to  have  been 
definitely  reached  in  the  passage  of  the  Interstate 
Commerce  Law  in  1887. 


CHAPTER  II 

THE  AMERICAN  RAILWAY  SYSTEM 

The  Period  of  Formation 

AT  the  beginning  of  the  nineteenth  century,  the 
settled  portion  of  the  United  States  was  confined  to 
the  region  bordering  on  the  Atlantic  Ocean,  from  the 
Bay  of  Fundy  to  the  northern  boundary  of  Florida. 
Along  this  stretch  of  fifteen  hundred  miles  of  coast, 
commercial  interests  had  gathered  at  suitable  sit- 
uations ;  at  Salem,  Boston,  and  Newport,  east  of  the 
Connecticut  River ;  then  came  in  succession,  New 
York,  Philadelphia,  Baltimore,  Alexandria,  Richmond, 
and  Charleston.  Ranges  of  mountains,  almost  con- 
tinuous, rose  in  the  background  at  distances  varying 
from  a  hundred  to  two  hundred  miles ;  so  that  there 
was  no  extensive  system  of  river  communication  with 
the  interior.  Each  of  these  cities  therefore  served 
only  the  region  which  was  accessible  by  estuaries  and 
tidal  streams,  and  that  region  was  restricted  by  the 
difficulties  of  navigation.  For  none  of  these  water- 
courses was  navigable  fifty  miles  above  tidewater. 

The  greater  part  of  this  region  was  dependent  upon 
communication  by  land  for  all  the  purposes  of  com- 
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merce  and  of  society.  Yet  the  roads  were  little  more 
than  bridle  paths  and  trails.  The  floating  capital  of 
the  country  was  insufficient  for  its  current  require- 
ments and,  because  of  the  topographical  limitations 
above  described,  there  was  no  concentration  of  com- 
merce upon  definite  routes  in  magnitude  sufficient  to 
secure  an  application  of  the  public  credit  of  any 
of  the  states  to  their  improvement.  The  re- 
gion toward  the  mountain  ranges  was  therefore  still 
mainly  a  virgin  forest,  and  much  of  it  in  the  South 
Atlantic  States  remained  in  the  possession  of  the 
Indians. 

The  several  ranges  of  mountains  that  form  the 
Alleghany  system  constituted  a  series  of  bulwarks 
that  had  been  at  once  a  protection  and  a  restriction 
to  the  Thirteen  Colonies.  Beyond  these  ramparts 
there  extended  westward  inimitably  the  fairest  lands 
that  ere  the  sun  shone  on ;  a  vast  territory  that  was 
coasted  on  the  north  by  the  great  fresh-water  seas. 
It  was  also  permeated  by  a  grand  system  of  navigable 
streams  which  gave  access  to  the  Gulf  of  Mexico. 
Here  was  a  field  for  territorial  extension  such  as  the 
world  nowhere  else  afforded.  It  was  sparsely  in- 
habited by  tribes  of  barbarians,  not  only  without  a 
central  organization,  but  also  in  a  state  of  chronic 
warfare  amongst  themselves;  so  that  it  was  a  prize 
which  could  have  easily  been  grasped  by  the  colonists, 
except  for  the  prior  claims  of  the  European  powers 
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that  for  a  century  had  been  striving  for  supremacy 
over  it. 

If  the  sovereignty  of  the  United  States  had  been 
limited  to  the  region  belonging  to  the  Thirteen  Col- 
onies, the  history  of  the  world,  as  well  as  of  our  railway 
system,  would  have  been  written  after  a  different  plan. 
But,  by  a  chain  of  circumstances  growing  out  of  the 
Napoleonic  wars,  the  policies  of  the  European  powers 
with  reference  to  their  North  American  possessions 
were  greatly  modified  to  the  advantage  of  their 
humbler  rival  across  the  Atlantic,  and  at  the  end  of 
the  War  of  1812-1815  and  by  the  conclusion  of  the 
Treaty  of  Ghent,  the  territory  from  the  Alleghenies 
to  the  Rocky  Mountains  was  opened  up  to  the  people 
of  the  United  States,  freed  from  further  foreign  inter- 
ference. They  had,  however,  but  nominally  entered 
into  possession  of  this  imperial  domain.  Their  po- 
litical restrictions  had  been  removed,  but  the  entrance 
to  the  land  of  promise  was  still  barred  by  a  mightier 
obstruction  than  the  will  of  prince  or  potentate ;  by 
the  interposition  of  the  series  of  mountain  ranges 
that  extend  from  the  Saint  Lawrence  River  almost 
to  the  Gulf  of  Mexico. 

Even  before  the  constitution  of  our  federal  govern- 
ment, General  Washington  had  organized  a  company 
for  the  improvement  of  the  navigation  of  the  Upper 
Potomac  in  connection  with  a  highway  across  the 
Alleghanies  to  the  navigable  waters  of  the  Ohio.  In 
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1806,  the  federal  authorities  took  the  first  efficient 
step  in  this  project  by  an  appropriation  for  the  con- 
struction of  the  National  Road  from  Cumberland, 
Maryland,  to  Steubenville,  Ohio,  which  became  the 
highway  over  the  mountains  from  the  city  of  Balti- 
more, as  well  as  from  the  federal  capital. 

Only  at  one  point  along  its  extended  contour  was 
this  mountain  barrier  interrupted, — where  the  Mo- 
hawk River  made  its  way  to  the  Hudson.  Through 
this  gap,  convenient  access  was  had  to  the  rich  plains 
that  bordered  the  Great  Lakes,  and  by  this  route  the 
pioneers  from  the  New  England  States  penetrated 
the  Northwestern  Territory.  The  advantages  which 
the  city  of  New  York  derived  from  its  geographical 
position  were  greatly  reenforced  by  the  introduction  of 
steamboats  on  the  Hudson  River  in  1807.  Here  was 
afforded  the  opportunity  that  had  been  lacking  for 
the  concentration  of  commerce  upon  a  definite  route 
in  volume  sufficient  to  secure  an  application  of  the 
public  credit  for  its  improvement.  Through  the 
energy  and  foresight  of  DeWitt  Clinton,  the  credit  of 
the  state  of  New  York  was  utilized  in  1817  in  the 
construction  of  the  Erie  Canal.  Upon  the  com- 
pletion of  this  work  in  1825,  there  followed  a  develop- 
ment of  traffic  on  the  Great  Lakes,  that  converged 
on  Buffalo,  which,  with  the  introduction  of  steam 
navigation  in  1816,  built  up  secondary  commercial 
centers  on  their  coasts. 
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The  region  tributary  to  the  Great  Lakes  was,  how- 
ever, limited,  by  lack  of  navigable  streams,  to  the  area 
within  which  wagon  transportation  to  their  shores  was 
practicable.  The  prairies  on  their  borders  stretched 
away  southward  into  the  Mississippi  valley,  whose 
mighty  waters  afforded  the  most  extensive  natural 
means  of  communication  in  the  known  world.  On 
its  ever-flowing  current,  fleets  of  rafts  and  flatboats 
drifted  unceasingly  with  the  products  of  farms  and 
forests  to  Cincinnati,  Saint  Louis,  and  New  Orleans. 
The  voyage  upstream  was  slow  and  toilsome  and  the 
tendency  of  trade  was  altogether  away  from  the 
Atlantic  cities ;  that  of  the  Great  Lakes  was  becoming 
concentrated  in  New  York,  while  the  commercial 
activity  of  the  rivals  of  that  city  was  virtually  re- 
stricted to  the  regions  accessible  to  them  by  coastwise 
navigation  and  by  wagon  transportation. 

The  introduction  of  steam  navigation  on  the  Ohio 
River  in  1811  had  meanwhile  altered  the  conditions 
of  intercommunication  in  the  Mississippi  valley,  by 
making  the  upstream  voyages  commercially  profit- 
able. The  growth  of  trade  from  the  upper  Ohio  valley 
with  Baltimore  and  Philadelphia  was  growing  in  im- 
portance when  its  farther  development  was  threatened 
by  the  flank  movement  through  the  Great  Lakes  and 
the  Erie  Canal  to  New  York.  This  movement  was 
accelerated  by  the  general  interest  that  had  been 
aroused  in  favor  of  canals,  owing  to  the  success  that 
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had  attended  the  completion  of  the  Erie  Canal.  The 
topography  of  the  region  between  the  Great  Lakes  and 
the  Mississippi  River  facilitated  the  construction  of 
artificial  waterways  connecting  the  two  systems  of 
navigation;  and  it  is  estimated  that  by  1835  there 
was  a  canal  mileage  in  operation  in  this  country  of 
2617  miles,  of  which  the  greater  proportion  was  de- 
voted to  the  traffic  with  the  trans-Alleghany  region. 

The  restrictive  effect  of  canal  construction  upon 
the  business  of  Baltimore  became  so  apparent  that  its 
citizens  were  aroused  to  the  necessity  for  better  means 
of  communication  with  this  region.  The  superiority 
as  to  cheapness  of  service  lay  unquestionably  with 
canal  transportation.  The  geographical  position  of 
Baltimore  was  unfavorable  to  communication  by 
artificial  waterways  and  it  became  imperative  to 
consider  some  improved  mode  of  transportation  by 
land.  No  halfway  measure  could  cope  with  the 
conditions  that  confronted  its  commercial  prosperity. 
In  this  dilemma,  attention  was  drawn  to  the  new 
method  of  the  iron  way  which  was  then  being  adopted 
in  England  and,  in  1827,  the  Baltimore  and  Ohio  Rail- 
road Company  was  chartered  to  build  a  railway  from 
Baltimore  to  the  Ohio  River  three  years  before  the 
opening  of  the  Liverpool  and  Manchester  Railway. 

There  had  been  experiments  in  railroad  construction 
in  the  United  States  as  early  as  1826,  almost  con- 
temporaneously with  the  enterprises  in  England  in 
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which  public  interest  had  been  aroused.  As  originally 
in  that  country,  they  were  attempts  to  facilitate  the 
movement  of  minerals  by  horse  power  to  points 
available  for  water  transportation.  The  merchants  of 
Baltimore,  however,  projected  a  railroad  to  Wheeling, 
378  miles  distant,  at  a  time  when  there  was  no  other 
in  existence  over  fifty  miles  in  length.  It  was  at 
first  intended  to  operate  the  line  with  horses ;  for  as 
yet  the  locomotive  was  only  in  an  experimental  stage. 
The  Delaware  and  Hudson  Canal  Company  had  built 
a  tramway  for  its  coal  traffic  and  had  ordered  a 
locomotive  from  England  before  Stephenson  had  built 
the  Rocket  in  1829  for  the  Liverpool  and  Manchester 
Railway  Company ;  and  before  the  work  on  the  Balti- 
more and  Ohio  Railroad  had  progressed  to  any  con- 
siderable extent,  the  merits  of  steam  power  for  rail- 
way traction  had  been  so  clearly  established  as  to 
compel  the  abandonment  of  horse  power. 

The  trade  of  Philadelphia  was  now  threatened  by 
the  completion  of  the  Erie  Canal  on  one  side  and  by 
the  construction  on  the  other  of  the  Chesapeake  and 
Ohio  Canal  and  the  Baltimore  and  Ohio  Railroad. 
The  responsibility  for  providing  better  facilities  for 
communication  with  the  Ohio  valley  was  assumed  by 
the  state  government  and  delegated  to  a  Board  of 
Canal  Commissioners.  The  topographical  difficulties 
were  of  a  character  that  could  not  be  readily  sur- 
mounted by  canals  alone  and,  in  1831,  a  scheme  was 
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projected  for  utilizing  the  Susquehanna  and  Juniata 
rivers  as  a  way  across  the  Alleghanies  to  Pittsburg, 
in  connection  with  a  series  of  canals  and  inclined 
planes.  In  1834,  this  system  was  connected  with 
Philadelphia  by  the  Philadelphia  and  Columbia  Rail- 
road, operated  by  horse  power ;  but  it  was  not  until 
1844  that  horses  were  altogether  displaced  by  the 
locomotive  on  this  road. 

The  Baltimore  and  Ohio  Railroad  was  the  first 
railroad  ever  projected  to  overcome  great  natural 
obstacles  in  the  establishment  of  improved  communi- 
cation between  such  extensive  regions  as  the  Atlan- 
tic states  and  the  Mississippi  valley..  Although  its 
construction  was  commenced  in  1828,  several  other 
railway  undertakings  of  a  less  ambitious  character 
were  carried  to  completion  before  the  difficulties 
of  financing  such  an  extensive  enterprise  had  been 
fairly  overcome.  These  other  enterprises  had  been 
for  the  most  part  accessory  to  existing  water  routes, 
either  by  canal,  river,  or  coastwise ;  and  were  intended 
to  facilitate  transportation  by  land  between  such 
routes.  One  of  the  earliest  of  these  was  the  Mohawk 
and  Hudson  Railroad,  between  Albany  and  Schenec- 
tady,  completed  in  1831.  This  was  the  first  in  a 
series  of  railroads  that,  under  seven  separate  cor- 
porations, were  constructed  successively  between  the 
principal  cities  along  the  Erie  Canal  and  which  by 
1843  had  connected  Albany  by  rail  with  Buffalo. 
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Boston  had  been  closely  associated  with  the  growth 
of  Western  New  York  and  of  Ohio  by  the  migration 
to  those  regions  from  New  England  and,  upon  the 
opening  of  the  Erie  Canal,  its  merchants  had  a  vision 
of  a  canal  in  extension  of  that  water  route  to  their 
city  by  a  tunnel  through  the  Berkshire  Hills.  This 
vision  was  afterward  realized  in  a  different  way  by 
the  construction  of  a  railroad  that  was  opened  to 
Worcester  in  1835  and  completed  to  Albany  in  1841, 
before  the  Hudson  River  Railroad  Company  had  even 
been  chartered. 

While  one  set  of  commercial  interests  was  intent 
upon  improving  the  means  of  communication  with 
the  Great  Lakes  and  another  with  the  Mississippi 
valley,  still  another  set  devoted  its  attention  to  sup- 
plementing the  navigation  between  the  seaboard 
cities  by  the  construction  of  railroads  over  the  inter- 
vening land  routes.  The  Boston  and  Providence  Rail- 
road was  built  in  1835  as  a  connection  of  the  steam- 
boat lines  on  Long  Island  Sound  ;  in  1838,  the  Camden 
and  Amboy  Railroad  connected  the  waters  of  New 
York  Bay  with  Philadelphia ;  and  there  was  thereby 
established  a  land  route  by  steam  between  New  York 
and  Washington.  Only  in  that  year  was  a  rail  con- 
nection completed  between  London  and  Liverpool. 

As  Boston,  New  York,  Philadelphia,  and  Baltimore 
began  to  experience  the  benefits  accruing  to  them 
from  their  situation  as  railroad  termini,  their  several 
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fields  of  commercial  activity  were  enlarged  by  the 
construction  of  railroads  radiating  into  the  adjacent 
country.  Cities  farther  down  the  seacoast  likewise 
projected  railroads  to  points  beyond  access  by  river 
navigation.  The  Charleston  and  Hamburg  Railroad 
Company  was  chartered  in  1828  to  construct  a  rail- 
road from  Charleston  to  Hamburg,  on  the  Savannah 
River  opposite  Augusta,  with  a  branch  to  Columbia  on 
the  waters  of  the  Santee.  This  was  the  first  railroad 
to  be  constructed  avowedly  for  operation  by  steam. 
In  1831  the  first  locomotive  built  in  the  United  States 
was  placed  on  this  road ;  and  when  the  line  to  Ham- 
burg, 137  miles  from  Charleston,  was  completed,  it  was 
the  longest  continuous  railroad  in  the  world.  The 
establishment  of  a  five  feet  gauge  of  track  on  that 
road  fixed  the  gauge  for  all  future  construction  in  most 
of  the  Southern  States  for  many  years  afterward. 

As  the  transportation  of  coal  had  been  the  incentive 
to  the  original  adaptation  of  the  steam  engine  as  a 
motor  on  land,  so  it  brought  about  the  earliest  use  of  a 
railroad  in  the  anthracite  region  of  Pennsylvania, 
until  local  systems  of  railroads  were  gradually  ex- 
tended from  the  mines  to  tidewater  on  the  Delaware 
and  Hudson  rivers.  The  exploitation  of  bituminous 
coal  deposits  in  Central  Pennsylvania  and  in  Mary- 
land in  like  manner  induced  the  construction  of  many 
branches  of  the  Pennsylvania  and  the  Baltimore  and 
Ohio  railroads. 


Hitherto  the  lines  from  the  seaboard  westward 
had  halted  at  points  of  contact  with  lake  or  river 
navigation.  The  towns  on  the  south  shore  of  Lake 
Erie  now  became  the  centers  for  local  lines  intended 
to  draw  trade  from  the  interior.  This  movement 
began  with  the  construction  of  a  road  from  Sandusky 
in  1837,  and  a  similar  effort  on  the  part  of  Cincinnati 
inaugurated  the  building  of  the  Little  Miami  Railroad 
to  Springfield  in  1841.  As  the  cities  along  the  Lake 
Erie  shore  increased  in  population,  their  interurban 
traffic  was  fostered  by  roads  between  them  which 
became  links  in  a  chain  from  Buffalo  westward  that 
in  1852  brought  Chicago  into  direct  rail  communica- 
tion with  the  East.  The  consolidation  of  the  separate 
companies  between  Albany  and  Buffalo  was  con- 
summated in  1853  under  the  charter  of  the  New  York 
Central  Railroad  Company,  and  in  1854  this  line  to 
Chicago  was  in  operation  as  a  continuous  route  from 
the  city  of  New  York. 

The  Baltimore  and  Ohio  Railroad  was  not  opened 
to  Wheeling  until  1853,  a  quarter  of  a  century  after 
its  inauguration;  and  not  until  1857  was  there  a 
practicable  rail  route  from  Baltimore  to  Cincinnati 
and  Saint  Louis.  This  was  brought  about  by  the 
completion  of  the  Ohio  and  Mississippi  Railroad,  as  a 
broad-gauge  connection  for  the  Erie  Railroad ;  and 
this  broad-gauge  system  was  the  first  that  continu- 
ously connected  the  waters  of  the  Atlantic  Ocean 
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with  the  Mississippi  River.  Although  there  had  been 
a  disconnected  railroad  route  between  Philadelphia 
and  Pittsburg  since  1852,  the  first  through  train 
was  not  put  in  operation  over  the  Pennsylvania 
Railroad  until  1858. 

Meanwhile  the  lack  of  river  feeders  that  had  in- 
duced the  construction  of  railroads  to  the  south  of 
Lake  Erie  had  likewise  led  to  the  extension  of  lines 
from  the  newly  established  port  of  Chicago,  which 
was  favorably  situated  for  the  connection  of  the 
Great  Lakes  with  the  navigable  waters  of  the  Missis- 
sippi. In  1848,  work  was  commenced  on  a  road  of  158 
miles  to  Galena.  In  1854,  a  road  to  Rock  Island 
brought  Chicago  into  communication  with  the  Upper 
Mississippi,  and  in  1856  connection  was  made  with 
Cairo  by  the  Illinois  Central  Railroad.  The  traffic 
that  was  concentrated  upon  Chicago  by  the  extension 
of  its  railroad  system  throughout  the  Mississippi 
valley  aroused  a  rivalry  among  the  lines  from  New 
York,  Philadelphia,  and  Baltimore  which  had  been 
originally  projected  only  to  reach  the  western  navi- 
gable systems ;  and  thus  were  established  the  "  Trunk 
Lines"  as  the  principal  avenues  of  commerce  between 
the  seaboard  and  the  Great  West. 

As  railroads  were  built  into  that  region,  there  was 
concurrently  incited  a  flow  of  migration  that  drew 
into  its  current  not  only  inhabitants  of  the  Eastern 
States,  but  also  by  thousands  the  population  of  the 
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overpeopled  states  of  Northern  Europe.  This  was 
a  new  departure  in  civilization.  Never  before  had 
an  uninhabited  country  been  so  speedily  occupied  by 
colonists,  and  this  transformation  of  a  wilderness  into 
a  region  of  organized  communities  would  have  been 
impossible  but  for  the  facilities  afforded  by  railroad 
communication.  , 

In  the  Southern  Atlantic  States,  the  development 
of  railroad  transportation  proceeded  more  slowly  and 
with  greater  difficulty,  because  of  the  peculiar  physical 
and  social  environment  of  the  population.  There 
was  no  illimitable  public  domain  of  prairie  lands 
which  needed  only  to  be  turned  by  the  plow  to  give 
an  immediate  and  bountiful  harvest  of  grain.  The 
inhabited  country  was  still  hemmed  in  between  the 
mountains  and  the  sea ;  a  sandy  plain  covered  with  a 
continuous  forest  of  lofty  pines  which,  toward  the 
mountains,  was  succeeded  by  rolling  clay  lands  for- 
ested with  a  deciduous  growth.  The  torrents  flowing 
from  the  eastern  slopes  of  the  Blue  Ridge  through 
this  region  furrowed  it  with  deep  ravines  and,  as 
they  gathered  into  broader  watercourses,  they  were 
bordered  by  extensive  and  almost  impenetrable 
swamps  and  morasses. 

The  concurrence  of  climate,  soil,  and  agricultural 
products  determined  the  character  of  the  social  en- 
vironment. Slave  labor,  which  had  proved  to  be  un- 
profitable under  the  physical  conditions  that  prevailed 
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in  the  more  northern  states,  could  be  here  more  ad- 
vantageously employed.  This  was  more  particularly 
the  case  near  the  seaboard,  where  the  slave  popu- 
lation preponderated.  The  nature  of  the  products 
and  the  average  thinness  of  the  soil  resulted  in  such  a 
small  return  per  acre  that  each  family  of  owner  and 
slaves  required  a  large  area  of  cultivable  land  for  its 
maintenance.  As  a  consequence,  the  rural  popula- 
tion gathered  for  the  most  part  in  large  plantations 
isolated  in  the  surrounding  forests.  Each  of  these 
little  communities  was  as  self-sustaining  as  those  which 
had  clustered  around  the  baronial  castles  of  feudal 
Europe.  Such  an  environment  did  not  invite  immi- 
gration, and  the  population  increased  but  slowly  as 
compared  with  that  of  the  other  states.  In  fact, 
the  South  Atlantic  States,  with  the  exception  of 
Georgia,  were  to  some  extent  depopulated  by  the 
migration  of  planters  with  their  slaves  to  the  more 
fertile  lands  along  the  rivers  which  flow  into  the  Gulf 
of  Mexico. 

The  country  was  therefore  too  thinly  populated  to 
provide  a  lucrative  passenger  business  for  a  railroad, 
and  a  large  proportion  of  that  population  was  slaves, 
who  were  not  permitted  to  travel  at  will ;  nor  did 
the  scanty  products  of  the  fields  furnish  any  very 
considerable  tonnage,  except  during  the  few  months 
after  the  cotton  crop  had  been  picked  and  baled  for 
shipment.  There  were  a  few  interior  points  at  which 
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this  crop  was  principally  marketed.  Where  these 
were  not  accessible  by  water,  they  were  gradually 
brought  into  connection  with  the  seacoast  by  rail- 
roads. 

This  was  the  motive  which  led  to  the  early  con- 
struction of  the  Charleston  and  Hamburg  Railroad, 
afterward  the  South  Carolina  Railroad,  with  branches 
to  Augusta  and  Columbia.  From  Augusta,  a  further 
extension  was  made  to  Atlanta  and  then  still  farther 
to  Montgomery,  on  the  Alabama  River.  Savannah 
began  to  rival  Charleston  as  a  seaport  and  succeeded 
in  building  a  line  to  Macon,  at  the  head  of  the  navi- 
gation of  the  Ocmulgee  and  the  Altamaha  rivers, 
from  which  point  connection  was  made  with  Atlanta 
and  later  with  Columbus  at  the  head  of  navigation  on 
the  Chattahoochee  and  Apalachicola  rivers. 

The  seacoast  region  was  the  more  thickly  populated, 
but  it  was  also  well  provided  with  water  communica- 
tion. Chesapeake  Bay  gave  access  by  the  Potomac  to 
Alexandria  and  Washington,  by  the  Rappahannock  to 
Fredericksburg,  and  by  the  James  River  to  Richmond. 
From  Norfolk,  a  canal  twenty-two  miles  in  length 
had  been  excavated  through  the  Dismal  Swamp  to 
Albemarle  Sound  as  early  as  1822,  and  thereby  was 
opened  up  an  internal  navigation  in  connection  with 
the  Roanoke,  Pamlico,  and  Neuse  rivers  which  fur- 
nished the  most  fertile  and  best  populated  part  of 
North  Carolina  with  cheap  and  ample  facilities  for 
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marketing  its  crops.  This  coastwise  communication 
was  gradually  supplemented  by  a  parallel  line  of  rail- 
roads, which  began  at  Acquia  Creek  on  the  Potomac, 
and  touched  the  head  of  navigation  on  the  Rap- 
pahannock  at  Fredericksburg,  of  the  James  at  Rich- 
mond, of  the  Appomattox  at  Petersburg  and  of  the 
Roanoke  at  Weldon.  There  it  was  connected  again 
with  the  waters  of  Chesapeake  Bay  by  a  branch  line 
from  Portsmouth  and  Norfolk. 

The  interior  route  of  coastwise  navigation  was  con- 
tinuous from  Long  Island  Sound  to  Pamlico  Sound. 
From  Weldon  southward  the  land  communication  was 
only  by  stages  and  wagons  until  just  after  1840,  when 
the  construction  was  undertaken  of  a  railroad  from 
Weldon  to  Wilmington,  on  the  Cape  Fear  River,  a 
distance  of  161  miles;  which  at  the  time  was  a  con- 
siderable enterprise.  Beyond  Wilmington  there  was 
a  stretch  of  barren  pine  land  that  offered  little  induce- 
ment for  railroad  construction.  Indeed,  the  tendency 
of  commerce  in  North  Carolina,  as  in  Virginia,  was 
either  toward  Baltimore  or,  by  sail  vessels,  to  New 
York.  Passengers  and  mails  were,  however,  conveyed 
by  coastwise  steamers  from  Wilmington  to  Charleston, 
where  navigation  was  again  available  along  the  coasts 
of  South  Carolina  and  Georgia  to  Florida.  About 
1853,  the  South  Atlantic  railroad  system  was  extended 
from  Wilmington  to  a  connection  with  the  South 
Carolina  Railroad,  near  Columbia,  but  Charleston 
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and  Savannah  were  not  united  by  rail  until  after  the 
beginning  of  the  Civil  War. 

As  the  North  Atlantic  coast  cities  had  striven  for 
railroad  connection  with  the  Great  West,  so  did  their 
commercial  rivals  to  the  south  of  them  make  similar 
efforts  for  trade  routes  to  the  growing  states  of  Ken- 
tucky and  Tennessee.  When  the  task  had  proved 
to  be  beyond  the  means  of  the  private  capitalists 
whose  interests  were  directly  involved,  state  pride 
was  invoked  to  secure  the  aid  of  the  public  credit. 
This  assistance,  however,  was  exhausted  in  Virginia, 
North  Carolina,  and  South  Carolina  before  the  moun- 
tain ranges  had  been  pierced  which  barred  the  way 
to  the  Mississippi  valley,  and  Georgia  alone  accom- 
plished the  task,  by  the  construction  of  a  railroad 
from  Atlanta  to  a  connection  with  the  Nashville  and 
Chattanooga  Railroad,  on  the  Tennessee  River.  This 
line  was  entirely  constructed  and  operated  by  the 
state  of  Georgia  and,  at  the  time  of  its  completion, 
was  the  only  railroad  route  from  the  seacoast  to  the 
trans- Allegheny  region,  south  of  the  Baltimore  and 
Ohio  Railroad. 

The  states  bordering  on  the  Gulf  of  Mexico  were 
more  fortunate  as  to  water  communication  with  the 
interior.  The  Apalachicola  and  Alabama  rivers 
were  navigable  for  a  considerable  distance  and  Apa- 
lachicola, Mobile,  and  New  Orleans  were  the  natural 
entrepots  for  the  external  commerce  of  Middle 
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Florida,  Western  Georgia,  and  the  states  of  Alabama, 
Mississippi,  and  Louisiana.  This  region  was  also 
provided  with  interior  routes  of  coastwise  navigation 
and,  as  the  most  fertile  cotton  lands  were  directly  on 
the  watercourses,  the  necessity  for  commercial  routes 
by  land  was  not  urgent.  Even  after  railroad  com- 
munication was  continuous  from  the  Potomac  River 
to  Montgomery,  the  passenger  service  southward  to 
Mobile  was  maintained  by  steamers  down  the  Alabama 
River  and  from  Mobile  to  New  Orleans  through  Mis- 
sissippi Sound  to  Lake  Pontchartrain. 

This  entire  region  was  supplied  with  what  it  did  not 
produce  either  by  sea  or  by  the  Mississippi  River  to 
New  Orleans,  and  thence  into  the  interior  by  the 
routes  just  described.  The  commercial  relations 
thereby  established  for  many  years  controlled  the 
direction  of  the  railroads  which  were  at  length  pro- 
jected from  New  Orleans  and  Mobile.  They  were 
intended  primarily  to  reach  the  cotton-growing  country 
that  was  less  accessible  by  water,  and  eventually  to 
effect  a  communication  with  the  region  to  the  north- 
ward, from  which  were  obtained  the  supplies  of  grain, 
hay,  flour,  and  hog  products  that  were  largely  con- 
sumed on  plantations  which  were  almost  solely  de- 
voted to  the  production  of  cotton.  Such  was  the 
development  of  the  railroad  system  of  the  Southern 
States  down  to  the  year  1860. 

Meanwhile  railroad  construction  had  been  much 
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more  active  north  of  the  Ohio  and  east  of  the  Mis- 
sissippi River.  Each  city  which  had  acquired  com- 
mercial prominence  on  the  great  lakes  or  rivers  was 
striving  to  secure  communication  with  the  country 
at  its  back ;  a  country  which  was  rapidly  filling  up 
with  an  energetic  population  whose  replete  granaries 
invited  a  readier  access  to  their  market  places  than 
could  be  afforded  by  wagon  roads.  As  the  railroad 
lines  were  extended  from  rival  trade  centers  into  this 
land,  whose  products  in  abundance  and  bulk  promised 
a  profitable  traffic,  they  approached  each  other  and 
were  gradually  connected  in  such  a  way  as  to  form 
through  routes  between  Pittsburg,  Cincinnati,  Cleve- 
land, Detroit,  Chicago,  and  Saint  Louis.  At  the 
crossings  of  these  routes,  interior  towns  acquired  com- 
mercial prosperity,  as  Columbus  and  Indianapolis. 
The  roads  which  had  been  constructed  from  Chicago 
to  different  points  on  the  Mississippi  were  continued 
beyond  that  river  into  Iowa  and  Minnesota.  At 
the  beginning  of  the  Civil  War,  the  region  between 
the  Mississippi  and  the  Missouri  rivers  was  beginning 
to  be  a  field  for  active  railroad  construction.  In  the 
previous  ten  years,  the  population  of  Iowa  had  in- 
creased from  192,000  to  674,000,  and  the  grain  from 
the  prairies  furnished  a  traffic  that  induced  the  railroad 
companies  operating  west  of  Chicago  to  extend  their 
lines  farther  beyond  the  Mississippi  River  into  the 
country  that  was  inviting  immigrants  by  thousands 
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with  the  prospect  of  cheap  farms.  This  tendency  to 
railroad  extension  was  further  stimulated  by  extensive 
grants  of  these  fertile  lands  from  the  public  domain. 

Before  a  railroad  terminus  had  been  established 
on  the  border  of  that  region,  promoters  were  pro- 
jecting lines  beyond  the  Missouri  River  and  tentative 
surveys  had  been  made  in  the  interest  of  some  of  the 
lines  out  of  Chicago.  Even  schemes  for  a  transcon- 
tinental railroad  had  long  been  germinating  in  the 
minds  of  visionary  projectors.  For  ten  years  from 
1840,  Asa  Whitney  had  been  pursuing  the  subject 
before  Congressional  committees,  though  he  accom- 
plished nothing  of  a  practical  character.  The  dis- 
covery of  gold  in  California,  in  1848,  gave  an  impetus 
to  public  opinion  which  made  the  proposition  for  a 
railroad  to  the  Pacific  coast  a  political  issue  through- 
out the  country;  and,  in  1853,  Congress  authorized 
the  exploration  of  several  routes  across  the  Rocky 
Mountains. 

In  1850,  a  company  had  been  chartered  by  the  State 
of  Missouri  under  the  name  of  the  Pacific  Railroad 
Company,  which  subsequently  became  the  Missouri 
Pacific  Railroad  Company;  and  in  the  following 
year  work  upon  its  line  was  commenced  at  Saint 
Louis.  While  this  first  stage  was  being  prosecuted 
in  the  construction  westward  of  a  transcontinental 
railroad,  steps  were  taken  to  inaugurate  the  same 
work  from  the  Pacific  coast  by  the  organization  of 
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the  Sacramento  Valley  Railroad  Company.  By 
1856,  this  company  had  built  twenty- two  miles  of 
road,  and  in  1859,  at  a  public  meeting  in  San  Fran- 
cisco, Theodore  D.  Judah  was  authorized  to  secure 
assistance  from  the  federal  government  for  the  ex- 
tension of  this  road  across  the  Sierra  Nevada'  as  a 
transcontinental  line.  In  1861,  Judah  induced  certain 
merchants  of  Sacramento  City  —  Huntington,  Hop- 
kins, Stanford,  and  the  Crockers  —  to  organize  the 
Central  Pacific  Railroad  Company,  with  a  cash  capital 
of  $125,000.  As  agent  of  this  company,  Judah  went 
to  Washington  and  joined  in  the  efforts  that  were 
being  made  by  the  promoters  of  rival  projects  to 
secure  assistance  from  Congress  for  the  construction  of 
a  transcontinental  railroad. 

The  continuance  of  the  Union  was  then  imperiled 
through  the  secession  of  the  Southern  States,  and  the 
germs  of  a  similar  ferment  were  being  propagated  on 
the  Pacific  coast.  Separated  from  their  fellow-citizens 
of  the  Atlantic  seaboard  and  of  the  Mississippi  valley 
for  nearly  two  thousand  miles  by  desert  plains  and 
lofty  mountains,  its  people  were  forming  family  ties 
and  social  relations  apart  from  them.  Their  business 
interests  were  so  little  disturbed  by  the  depreciation 
of  the  national  paper  currency  that  they  disregarded 
it  and  maintained  their  commercial  transactions  on  a 
gold  basis.  Their  more  practicable  communications 
with  the  Eastern  States  were  by  the  circuitous  sea 
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route,  and,  after  1855,  by  the  interoceanic  railroad 
across  the  Isthmus  of  Panama ;  and  they  were  develop- 
ing their  vast  natural  resources  in  comparative  inde- 
pendence. Their  political  institutions  could  not  fail 
to  be  affected  by  their  peculiar  environment,  and  they 
were  gradually  acquiring  habits  of  thought  and  action 
which  tended  to  leave  them  with  but  few  interests 
in  common  with  the  states  beyond  the  region  then 
known  as  The  Great  American  Desert. 

The  possible  effect  of  the  isolation  of  the  Pacific 
coast  upon  the  welfare  of  the  United  States  was  caus- 
ing grave  concern  to  thoughtful  men  when  the  credit 
of  the  country  was  being  sorely  taxed  and  the  lives  of 
its  citizens  were  being  freely  offered  for  the  preser- 
vation of  its  integrity.  It  was  at  this  critical  period 
that  the  appeals  were  made  to  Congress  for  assistance 
in  the  construction  of  a  transcontinental  railroad. 
After  much  discussion  as  to  the  creation  of  a  railroad 
corporation  by  the  federal  government,  and  amid 
eager  competition  for  recognition  by  the  advocates  of 
rival  projects,  an  act  was  passed  in  1862  for  grants  of 
land  and  of  the  public  credit  in  aid  of  the  construction 
of  a  railroad  from  the  Missouri  River  to  the  Pacific 
Ocean.  The  Central  Pacific  Railroad  Company  of 
California  availed  itself  of  the  provisions  of  this  act, 
and  the  Union  Pacific  Railroad  Company  was  organ- 
ized to  undertake  construction  westward  from  Omaha. 

It  is  difficult  for  the  present  generation  to  realize 
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the  impressions  which  this  proposition  made  upon  the 
minds  of  those  to  whom  it  was  then  presented.  We 
have  become  accustomed  to  the  application  of  modern 
engineering  processes  and  appliances  to  the  execution 
of  gigantic  enterprises,  made  feasible  by  the  ready 
aggregation  of  capital  in  enormous  amounts ;  so  that 
to  us  the  construction  of  a  single-track  railroad  eighteen 
hundred  miles  in  length  is  merely  to  be  viewed  as  a 
business  proposition.  But  in  the  early  years  of  the 
Civil  War,  the  project  of  a  transcontinental  railroad 
was  considered  as  a  visionary  scheme. 

Although  work  was  begun  by  the  Union  Pacific 
Railroad  Company  in  1863,  it  had  been  difficult  to 
secure  the  means  for  its  prosecution.  Government 
bonds  could  only  be  sold  at  a  considerable  discount, 
and  one  of  the  arguments  that  had  been  advanced  in 
favor  of  the  enormous  grants  from  the  public  domain 
was  that  the  lands  were  unsalable.  There  was  ample 
authority  for  the  opinion  that  the  scheme  was  im- 
practicable. The  territory  through  which  the  road 
was  to  pass  was  virtually  unexplored  save  by  Indians 
and  hunters.  It  was  looked  upon  as  a  region  of  arid 
deserts  and  barren  mountains,  except  the  oasis  upon 
which  the  Mormons  had  settled.  The  track  was  to 
be  laid  over  vast  stretches  of  country  destitute  of  water 
and  timber.  Tunnels  of  indefinite  length  were  to  be 
pierced  through  snow-covered  peaks,  far  away  from 
bases  of  supply,  and  where  the  line  must  follow  a 
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devious  route  over  heavy  grades,  menaced  in  winter 
by  avalanches  and  in  summer  by  hordes  of  wandering 
Indians. 

Under  such  discouraging  conditions,  the  enterprise 
was  not  attractive  to  capitalists  as  an  investment. 
Therefore  it  bore  so  hardly  upon  the  private  fortunes 
of  its  incorporators  that,  in  1864,  they  resorted  to  Con- 
gress for  further  aid.  There  they  met  with  opposition, 
not  only  from  those  who  were  unwilling  to  disregard 
long-established  precedents  in  support  of  a  chimerical 
project,  but  also  from  others  who  had  schemes  for 
which  they  likewise  sought  assistance  from  the  public 
treasury  or  from  the  public  domain. 

As  the  contest  became  intense,  those  who  were 
bearing  the  financial  burden  were  not  over  scrupulous 
as  to  the  means  which  they  used  to  gain  their  ends. 
Their  conduct  was  subjected  to  official  investigation, 
in  which  serious  charges  were  substantiated  and  from 
which  the  reputation  of  men  of  distinction  in  politics 
and  in  finance  severely  suffered.  Despite  opposition 
and  opprobrium,  further  assistance  was  secured  from 
Congress,  partly  by  questionable  combinations  with 
advocates  of  rival  schemes  and  partly  by  the  votes  of 
honest  men,  who  considered  the  construction  of  a 
transcontinental  railroad  an  essential  factor  in  the 
permanence  of  the  Union  and  could  see  no  other 
practicable  way  for  its  accomplishment. 

Whatever  differences  of  opinion  there  may  be  as 
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to  the  morality  of  the  methods  by  which  the  support 
of  the  federal  government  was  obtained  for  this  pur- 
pose, there  can  be  none  as  to  the  vigor  and  intelligence 
displayed  in  the  prosecution  of  the  enterprise.  The 
financial  difficulties  that  were  overcome,  the  perils 
that  were  encountered,  the  marvels  of  engineering 
skill  that  were  displayed,  the  rapidity  with  which 
the  work  was  accomplished,  were  all  recognized  at 
the  time  as  unexampled  in  the  previous  history  of 
railroad  construction.  For  these  reasons  and  be- 
cause of  the  subsequent  effect  upon  the  development 
of  the  United  States,  economically  and  politically, 
this  account  of  the  genesis  of  the  first  transcontinen- 
tal railroad  seems  profitable  for  an  adequate  compre- 
hension of  the  evolution  of  the  American  Railroad 
System.  And,  as  the  present  is  but  a  part  of  all  that 
has  gone  before,  the  regulation  of  that  system  cannot 
be  intelligently  discussed  without  a  recognition  of  the 
importance  of  its  formative  period  as  a  factor  in  the 
development  of  our  country's  resources  and  of  its 
social  and  political  order.1 

1  Much  of  the  information  as  to  the  early  period  of  railroad  con- 
struction in  the  United  States  has  been  obtained  from  "  Great  Ameri- 
can Canals,"  by  Archer  Butler  Hulbert,  1904,  and  from  "When  Rail- 
roads were  New,"  by  Charles  Frederick  Carter,  1909. 


CHAPTER  III 

THE    AMERICAN   RAILWAY   SYSTEM 

The  Period  of  Extension 

WITH  the  close  of  the  Civil  War,  the  United  States 
entered  upon  a  new  era,  one  as  distinctively  different 
industrially,  as  it  was  socially  and  politically,  from  the 
stage  of  national  development  which  had  preceded 
that  war.  The  coffers  of  capitalists  were  filled  with 
an  inflated  currency  that  they  were  eager  to  convert 
into  assets  of  a  more  substantial  character.  The 
slackened  currents  of  migration  were  rolling  in  again 
in  a  flowing  tide.  With  capital  and  labor  in  abun- 
dance, the  people  turned  their  backs  upon  the  past, 
and,  with  renewed  energy,  hopefully  faced  the  future. 
The  increasing  output  of  the  fields,  the  forests,  and 
the  mines  reacted  upon  the  inventive  genius  and  the 
industrial  capacity  of  the  urban  population,  so  that 
manufacturers  and  commerce  grew  apace. 

In  this  reawakening  of  the  nation,  its  railroad 
system  was  a  notable  factor.  Its  extension  across  the 
Mississippi  valley  determined  the  direction  of  mi- 
gration. As  the  iron  way  gradually  penetrated  those 
silent  coasts,  the  shrill  whistle  of  the  locomotive 
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heralded  the  advent  of  throngs  of  home  seekers.  Soon 
the  prairies  gleamed  with  golden  harvests.  Isolated 
stations  became  villages;  and  villages,  towns.  Open 
fields  were  cut  up  into  building  lots.  The  real  estate 
boomer  was  abroad  in  the  land,  and  values  advanced 
so  rapidly  that  there  was  no  desire  to  realize  upon 
them. 

Railroads  were  no  longer  projected  with  the  view 
of  facilitating  connection  with  navigable  routes,  but 
to  compete  with  them.  They  paralleled  the  canals 
and  the  great  river  systems  so  effectually  that  com- 
merce forsook  them.  It  is  estimated  that  a  canal 
mileage  of  five  thousand  miles,  costing  $150,000,000, 
has  been  rendered  virtually  worthless  by  railroad  com- 
petition. The  steamboat  service  that  had  built  up 
Cincinnati,  Saint  Louis,  and  New  Orleans  could  not 
successfully  maintain  a  rivalry  with  the  new  mode  of 
transportation,  and  those  cities  were  compelled  to 
invite  railroad  connections  in  order  to  retain  their 
business  relations.  The  traffic  of  the  Great  Lakes 
alone  sustained  the  shock  of  innovation  without  in- 
jury, and  indeed  profited  by  it.1  The  cities  on  their 

1  There  are  in  operation  only  2190  miles  of  canal  out  of  a  total  of 
4500  miles  originally  constructed.  The  2444  miles  of  canal  now 
abandoned  represent  an  original  cost  of  over  $80,000,000.  In  1906, 
the  railroads  carried  1,610,099,829  tons,  while  the  records  show  but 
177,519,758  tons  carried  by  water  in  the  same  year.  Over  42  per 
cent  of  the  water  tonnage  went  over  the  Great  Lakes,  and  nearly  37 
per  cent  on  the  Atlantic  and  Gulf  coasts  and  rivers.  More  than  half 
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shores  had  been  driven,  by  lack  of  river  feeders,  to 
encourage  railroad  construction  in  its  early  stage  of 
development.  They  had  gathered  commerce  from 
the  borders  of  the  lakes  by  steamboats,  and  now  they 
drew  it  from  the  interior  by  rail.  The  "  trunk  lines" 
to  the  seaboard  were  competitors  for  their  favors, 
and  they  prospered  accordingly.  Among  these  cities, 
Chicago  occupied  the  preeminent  position.  Its  rail 
communications  now  extended  along  the  Mississippi 
valley  from  St.  Paul  and  Minneapolis  to  New  Orleans, 
and  across  the  states  of  Iowa  and  Missouri  to  the  Mis- 
souri River. 

Before  the  last  rail  had  been  laid  on  the  Union  Pacific 
line  in  1869,  there  was  an  eager  rivalry  for  public  aid 
in  the  construction  of  competing  lines  across  the  con- 
tinent ;  and  the  transcontinental  roads  now  in  oper- 
ation were  all  in  course  of  construction,  with  the  ex- 
ception of  the  Great  Northern  Railway.  By  1870 
there  were  about  40,000  miles  of  railroad  lines  in  the 
United  States,  which  was  perhaps  double  the  mileage  in 

of  this  tonnage  consisted  of  coal,  iron  ore,  and  other  crude  minerals. 
At  the  present  time,  the  canals  in  New  York  State  transport  less  than 
3  per  cent  of  the  freight  carried  by  the  railroads  adjacent  thereto. 
In  1890,  shipments  at  Saint  Louis  by  steamboats  and  barges  amounted 
to  601,860  tons ;  in  1903,  to  212,207  tons  ;  in  1906,  to  89,185  tons.  In 
1894,  the  total  movement  on  the  Ohio  River  was  7,795,500  tons;  in 
1900,  14,054,320  tons;  in  1906,  11,427,784  tons.  Coal  constitutes 
an  enormous  tonnage  over  this  waterway.  "Report  on  Railways 
and  Waterways,"  by  William  E.  Hoyt,  International  Railway  Con- 
gress, July,  1910. 
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existence  at  the  beginning  of  the  Civil  War ;  and  it  has 
been  stated  that  between  1865  and  1873  there  was  at 
least  30,000  miles  of  track  laid  in  this  country. 

At  the  end  of  four  years  of  civil  war,  the  Southern 
States  lay  prostrate  at  the  feet  of  a  conqueror.  Their 
social  organization  had  been  disrupted;  their  local 
governments  were  under  martial  law.  The  people 
were  disfranchised,  and  the  leaders  to  whom  they 
would  have  looked  for  guidance  had  been  slain  in  battle 
or  were  in  prison  or  in  exile.  Their  only  currency  was 
utterly  discredited,  and  their  public  and  private  des- 
titution was  complete.  The  railroads  which  had  not 
been  destroyed  had  so  greatly  deteriorated  as  to  be 
unsafe,  but  the  people  had  neither  the  heart  nor  the 
means  to  reconstruct  them  nor  even  to  attempt  the 
rehabilitation  of  their  own  fallen  fortunes  until  their 
political  fate  had  been  decided.  Therefore  the  South- 
ern States  did  not  respond  as  readily  to  the  reaction 
that  prevailed  elsewhere  in  the  now  reunited  nation. 

During  the  transition  period  of  their  political  re- 
construction, their  resources  were  the  prey  of  adven- 
turers who,  through  manipulation  of  the  negro  vote, 
had  obtained  control  of  their  governments.  Under 
the  guise  of  benefactors  to  the  emancipated  slaves, 
they  secured  the  protection  of  federal  authority  in 
their  machinations.  The  financial  reorganization  of 
the  railway  system  in  this  region  was  necessarily 
precedent  to  'its  physical  recuperation.  Many 
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of  the  railroad  companies  had  received  aid,  di- 
rectly or  indirectly,  from  the  state  governments  by 
which  they  had  been  chartered  and  were  seeking  leg- 
islation in  furtherance  of  their  plans  for  financial 
relief.  Their  necessities  afforded  opportunities  for 
unscrupulous  officials  to  utilize  the  ostensible  reha- 
bilitation of  such  corporations  for  burdening  the 
states  with  obligations  that  they  speedily  converted 
to  their  personal  benefit.  With  this  exception,  the 
United  States  was  rejoicing  in  the  returning  sunshine 
of  prosperity,  when  the  sky  became  obscure  and  a 
financial  cyclone  swept  over  it,  leaving  a  trail  of  ruined 
fortunes  in  its  path. 

The  extent  and  duration  of  this  catastrophe  may 
be  inferred  from  the  annual  reports  of  commercial 
failures  and  resulting  liabilities  presented  in  the  note 
below.1  The  gathering  of  the  storm  in  1871  is  there 

1  COMMERCIAL  FAILURES  IN  THE  UNITED  STATES  DURING  THE 
FINANCIAL  CRISIS  OF  1872-1878  (from  the  World  Almanac) 
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compared  with  the  report  for  1866,  and  its  annual 
progress  thereafter  to  its  culmination  in  1873  and  its 
aftermath  in  1878.  By  1880  the  tempest  had  been 
succeeded  by  a  calm,  and  the  reduction  of  liabilities 
in  bankruptcy  to  a  minimum  which  has  never  since 
been  reached. 

The  commercial  crisis  of  1873  was  not  brought  on 
by  the  collapse  of  fraudulent  stock-gambling  schemes, 
as  in  the  case  of  the  South  Sea  Bubble  in  England 
and  of  John  Law's  Mississippi  Company  in  France; 
nor  was  it  due  to  excessive  speculation  in  rival  rail- 
way projects,  as  in  England  in  1848.  It  was  the 
result  of  overconfidence  in  the  immediate  success  of 
legitimate  undertakings  in  which  borrowed  money 
had  been  invested.  Expectation  outran  realization. 
The  country  had  simply  overtraded  itself.  Manu- 
facturers and  merchants  were  carrying  too  heavy 
stocks,  and  their  notes  matured  before  they  could 
dispose  of  their  goods.  Immigrants  had  mortgaged 
their  prairie  lands  for  the  means  to  improve  them, 
relying  upon  crops  not  yet  planted  to  meet  their  en- 
gagements. The  railroads  which  were  to  carry  these 
crops  to  market  were  financed  by  the  issue  of  bonds 
upon  which  the  interest  was  to  be  paid  from  the  trans- 
portation of  these  very  crops.  So  that  the  merchants' 
sales  and  the  railroad  revenues  and  the  farmers'  crops 
were  all  interdependent  and  based  upon  the  same 
foundation  of  excessive  loans.  When  the  time  came 
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that  the  merchants'  notes  matured  and  the  railroad 
coupons  and  the  farmers'  mortgages,  the  returns  from 
the  crops  were  not  sufficient  to  provide  for  these  ob- 
ligations. 

The  attempts  to  realize  upon  such  evidences  of 
debt  proved  that  their  intrinsic  value  depended  upon 
the  volume  of  the  products  which  had  been  virtually 
pledged  for  their  payment.  The  capacity  of  the 
intermediary  instrumentalities  of  distribution  had 
outstripped  the  immediate  requirement  for  them. 
This  situation  was  aggravated  by  the  efforts  to  re- 
sume specie  payments.  Overconfidence  was  suc- 
ceeded by  general  distrust,  and  a  panic  ensued.  It 
took  the  business  world  by  surprise,  as  such  financial 
catastrophes  usually  do.  As  before  stated,  the 
country  had  overtraded  itself,  and  when  engagements 
began  to  mature  in  numbers  and  amounts  beyond  the 
ability  of  each  debtor  to  meet  from  current  income, 
one  failure  succeeded  another  until  that  foundation 
of  reciprocal  confidence  had  been  undermined  that 
supports  the  structure  of  commercial  credit. 

The  era  of  anticipation  that  had  been  initiated  at  the 
close  of  the  Civil  War  was  now  rudely  terminated  by 
a  period  of  realization.  It  was  also  a  critical  period 
in  the  evolution  of  our  railroad  system;  for,  in  that 
period,  the  conditions  had  their  origin  which  have 
resulted  in  the  present  railroad  situation. 

Railroad  construction  in  the  previous  period  had 

£ 


50        PROBLEMS  IN  RAILWAY  REGULATION 

been  controlled  in  the  interest  of  the  communities 
which  had  provided  means  for  improving  the  lines  of 
communication  that  contributed  to  their  commercial 
prosperity  and  mainly  to  cheapen  land  transporta- 
tion in  connection  with  existing  water  routes.  The 
improvement  thus  afforded  was  so  manifest  that 
traffic  came  to  each  company  unsought.  The  service 
over  each  through  line  was  performed  by  several  dis- 
tinct corporations,  each  of  which  applied  its  normal 
tariffs  indiscriminately  to  all  traffic.  Under  such 
conditions,  only  light  and  valuable  commodities  were 
diverted  from  the  water  routes. 

Indeed  it  was  considered  as  undesirable  to  invite 
any  other  traffic  from  the  Erie  Canal.  The  early 
charters  for  railroads  paralleling  it  restricted  their 
use  to  the  transportation  of  passengers,  baggage,  and 
mail.  In  1850,  it  was  sought  to  prevent  by  legislation 
any  attempt  to  compete  for  freight  with  the  canal 
system  of  New  York,  and  as  late  as  1858  mass  meet- 
ings were  held  for  that  purpose  in  the  interest  of  the 
communities  whose  prosperity  depended  upon  that 
system.  In  fact,  the  passenger  traffic  was  looked 
upon  as  the  appropriate  field  for  the  public  service  of 
a  railroad.  This  was  eminently  true  of  the  growing 
immigrant  traffic,  for  which  the  Erie  Canal  had  long 
been  the  favorite  route.  With  the  completion  of 
the  chain  of  railroads  from  Albany  to  Buffalo,  the  im- 
migrants forsook  the  canal,  and  the  first  lively  com- 
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petition  for  that  traffic  between-  the  principal  lines 
from  the  seaboard  to  the  Mississippi  valley  led  to  a 
severe  cutting  of  rates  prior  to  1859. 

But  by  degrees,  as  railroads  were  extended  parallel 
with  water  routes,  they  necessarily  entered  into  com- 
petition with  them  for  the  freight  traffic.  This  com- 
petition only  became  efficient  after  the  Civil  War,  and 
then  it  was  that  the  spirit  of  unbridled  rivalry  re- 
sulted in  almost  wanton  discrimination  which  subse- 
quently brought  down  popular  indignation  upon  the 
railroad  managements.  The  railroads  which  had  at 
first  competed  with  water  lines  were  now  competing 
with  each  other,  wildly  and  foolishly.  This  senseless 
mode  of  conducting  competitive  traffic  became  so 
general  that  it  might  be  considered  as  normal.  It  was 
applied  to  the  principal  commodities  transported  to 
such  an  extent  that  the  gross  earnings  of  the  railroad 
system  were  seriously  diminished  without  a  propor- 
tionate reduction  in  the  cost  of  operation,  and  this 
became  an  important  factor  in  the  decrease  of  railroad 
revenues  that  accompanied  the  financial  crisis  of  1873. 

Another  cause,  however,  besides  commercial  panic 
and  rivalry  among  themselves  conduced  to  the  ex- 
tensive bankruptcy  of  railroad  corporations.  Not 
only  financial  depletion,  but  also  physical  deterioration, 
was  to  be  made  good.  The  railroad  system,  as  a 
whole,  was  not  equal  to  the  demands  upon  it.  There 
was  not  a  double  track  line  in  the  country.  The 
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tractive  power  of  the  locomotives  and  the  capacity 
of  the  cars  could  not  be  increased  because  of 
the  inability  of  the  permanent  way  to  carry  the 
additional  weight.  The  bridges  and  viaducts,  being 
constructed  of  timber,  required  continual  repairs. 
Heavier  locomotives  and  cars  of  greater  capacity 
necessitated  stiff er  rails  and  stronger  bridges;  and 
the  cost  of  such  betterments  could  not  be  provided 
from  current  earnings,  when  they  were  being  dimin- 
ished by  reduction  in  rates  and  increasing  cost  of 
maintenance.  From  these  causes,  the  physical  con- 
dition of  the  railroad  system  was  deteriorat- 
ing at  the  very  time  when  commercial  confidence 
was  paralyzed  and  most  of  the  railroad  companies 
were  in  straits  for  the  means  to  conduct  their  ordinary 
operations. 

With  diminishing  traffic  and  decreasing  revenues, 
the  railroad  companies  sought  to  tide  over  their  dif- 
ficulties by  reduction  in  expenditures.  But  many  of 
them  were  being  operated  upon  their  daily  earnings,  and, 
being  without  a  sufficient  cash  surplus,  were  unable 
to  weather  the  financial  storm.  The  failure  of  these 
companies  to  meet  their  interest  charges  brought  on 
foreclosure  proceedings  by  which  the  property  rights 
of  stockholders  were  extinguished.  After  the  subse- 
quent sale  and  reorganization  the  railroad  company 
was  no  longer  a  domestic  corporation,  save  in  its 
legal  aspect. 
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The  people  were  at  first  too  much  disturbed  by 
their  own  pecuniary  embarrassments  to  pay  much  at- 
tention to  those  which  had  overtaken  the  railroad 
companies.  Still  the  cessation  of  dividends  and  of 
interest  payments  had  diminished  the  resources  of 
well-to-do  families  and  had  reacted  upon  the  purveyors 
of  their  daily  needs,  while  loss  of  work  or  reduction  in 
wages  had  brought  many  others  to  the  verge  of  des- 
titution. This  was  the  case,  not  only  with  those 
who  were  dependent  directly  upon  railroad  corpora- 
tions, but  also  with  others  who  were  interested  either 
as  investors,  employers,  or  laborers  in  industries  that 
were  devoted  to  railroad  construction  or  to  furnishing 
materials  or  supplies. 

The  crisis  of  1873  marks  a  change  of  public  senti- 
ment toward  railroad  corporations.  This  change  may 
be  attributed  to  several  causes,  of  which  the  immedi- 
ate and  most  potent  was  an  effect  of  the  crisis  itself. 
To  appreciate  the  character  and  pervasiveness  of  this 
change  of  sentiment  we  must  go  back  to  the  period  when 
investments  in  railroad  corporations  were  made  more 
from  a  desire  to  benefit  the  community  than  from  an  ex- 
pectation of  personal  profit.  At  that  time,  particularly 
in  the  New  England  States,  the  president  and  directors 
of  a  railroad  corporation  were  usually  men  of  promi- 
nence in  public  affairs,  whose  influence  had  been  exerted 
with  friends  and  associates  in  business  to  secure  sub- 
scriptions to  its  capital  stock.  The  employees  were 
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their  neighbors  in  their  daily  lives,  with  whom  they 
had  some  degree  of  acquaintance.  Under  such  con- 
ditions, the  railroad  company  was  looked  upon  as  an 
organic  member  of  the  community,  like  the  cotton 
factory  corporation  or  any  other  important  industrial 
enterprise  that  was  a  factor  in  the  local  prosperity. 
Public  opinion  viewed  benevolently  anything  con- 
nected with  it,  and,  as  there  was  no  conflict  of  inter- 
ests, there  was  nothing  on  which  to  base  political 
issues  or  to  arouse  the  bitterness  of  partisan  strife. 

In  the  Middle  and  Southern  States,  though  there 
was  less  affinity  between  stockholders  and  employees, 
the  railroad  companies  were  still  controlled  in  the 
local  interests.  Many  of  the  corporations  had  re- 
ceived assistance  from  municipalities  or  from  the 
state,  which  thereby  were  entitled  to  representation 
on  their  boards  of  directors.  These  positions  became 
part  of  the  political  patronage,  perhaps  with  some  in- 
direct personal  benefit  to  the  appointees,  but  often  as 
an  honorary  dignity.  Still  such  representation  was 
regarded  as  indicative  of  the  quasi-public  character 
of  the  corporations  and  as  insuring  fair  treatment 
to  the  communities  that  had  invested  in  their  capital 
stock.  In  the  cotton-producing  region,  it  suited  the 
people  to  have  their  facilities  for  transportation  in- 
creased, but  as  there  was  no  incentive  to  immigration, 
railroad  construction  did  not  affect  them  socially. 
Where  it  opened  up  areas  of  primeval  pine  forests, 
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sawmills  were  established ;  but  they  were  ephemeral 
centers  of  industry  which  were  removed,  in  a  few 
years,  leaving  behind  them  a  desert  of  stumps  and 
sawdust  heaps. 

As  railroad  building  extended  into  the  region  be- 
tween the  Ohio  River  and  the  Great  Lakes,  the  means 
for  construction  had  been  provided  principally  by 
eastern  capitalists,  and  from  the  same  direction  came 
the  administrative  officials  and  many  of  the  employees. 
The  railroad  element  was  therefore  less  in  touch  with 
the  resident  population,  who  were,  however,  pleased 
to  have  money  spent  among  them  which  they  did 
not  themselves  have  to  provide,  and  the  railroads 
were  a  welcome  factor  in  the  advancing  prosperity 
of  the  country. 

In  the  prairies  of  the  Mississippi  valley,  the  relations 
of  the  railroad  companies  to  the  people  were  quite  dif- 
ferent. The  railroad  employees  and  the  farmers  were 
alike  in  a  strange  land.  In  some  of  the  states,  they 
were  such  strangers  to  each  other  in  language  and 
customs  that  they  were  scarcely  connected  by  any 
bond  of  affinity.  West  of  the  Missouri  River,  the 
route  of  the  Union  Pacific  Railroad  was  for  some  five 
hundred  miles  through  a  desert,  over  which  herds 
of  buffaloes  still  ranged  and  the  pursuing  Indian 
hunters. 

From .  this  outline  of  the  relations  then  existing 
between  the  railroad  companies  in  different  parts  of 
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the  country  and  the  people  whom  they  served,  it  will 
be  seen  that  these  relations  were  more  intimate  and 
sympathetic  where  the  capital  of  the  corporation  had 
been  contributed  locally  and  the  employees  were  rec- 
ognized members  of  the  community.  In  proportion 
as  the  ownership  of  the  property  was  more  remote 
and  the  railroad  employees  were  newcomers,  the  bond 
of  sympathy  between  the  corporation  and  -the  people 
became  more  attenuated,  until  the  only  hold  that  the 
railroad  company  had  upon  the  good  will  of  the  com- 
munity in  which  its  capital  had  been  irremovably  in- 
vested was  that  due  to  the  interaction  of  selfish  in- 
terests. While  all  these  interests  felt  the  first  effects 
of  the  money  panic,  there  followed  upon  it  a  situation 
that  proved  to  be  far  more  disturbing  in  its  remoter 
consequences,  since  it  resulted  in  innovations  so  impor- 
tant as  to  modify  constitutional  provisions  and  to 
change  public  opinion  with  respect  to  the  possessors  of 
corporate  rights  and  privileges. 

It  is  impossible  for  the  generation  now  coming  into 
business  life  to  put  themselves  in  the  mental  attitude 
with  respect  to  private  corporations  in  general  that 
prevailed  in  this  country  at  the  close  of  the  Civil  War  ; 
and  it  would  be  an  interesting  study  in  statutory  law 
to  compare  the  present  state  of  that  law  with  reference 
to  corporations  with  its  state  at  that  time.  Their 
powers  and  privileges  were  then  almost  undistinguish- 
able  from  those  pertaining  to  the  individual.  In 
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fact,  a  corporation,  by  means  of  its  charter,  enjoyed 
privileges  that  were  denied  to  its  shareholders.  Its 
franchises  were  often  exemptions  from  the  ordinary 
operation  of  the  laws  as  applied  to  natural  persons. 

Railroad  corporations,  by  reason  of  the  nature  of 
the  service  which  they  were  to  render,  had  been  par- 
ticularly favored ;  as  in  the  exercise  of  the  sovereign 
right  of  eminent  domain,  and  peculiarly  so  by  the 
assistance  of  public  credit  in  financing  their  enter- 
prises. This  was  especially  the  case  in  the  states  to 
which  Congress  had  granted  the  public  lands  within 
their  borders  in  aid  of  public  improvements.  Yet 
it  was  in  those  very  states,  where  the  railroad  promoter 
had  been  so  cordially  welcomed,  that  there  first  arose  a 
sentiment  of  antagonism  to  railroad  corporations. 

This  sentiment  originated  in  the  conditions  that 
led  to  the  financial  crisis  of  1873.  Up  to  that  time, 
the  railroad  corporations  held  scarcely  any  other 
relations  with  the  state  than  those  which  grew  out  of 
their  applications  for  chartered  privileges.  Their 
traffic  had  been  uncontrolled  by  legislation  other  than 
that  which  modified  in  their  favor  the  common  law  as 
applicable  to  carriers  in  general.  It  was  while  most 
of  the  railroad  companies  were  struggling  with  each 
other  for  competitive  traffic,  which  had  been  rendered 
valueless  to  them  by  their  insensate  rivalry,  and  while 
the  property  of  many  of  them  was  deteriorating  phys- 
ically from  lack  of  means  to  maintain  it  in  efficient 
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condition,  that  they  were  brought  face  to  face  with  that 
"outburst  of  popular  antagonism  which  appeared  first 
in  the  upper  Mississippi  valley  and  subsequently  in 
another  storm-center  in  the  South  Atlantic  States. 

As  a  general  thing,  the  corporations  in  which  the 
shares  were  held  principally  by  individuals  in  small 
amounts  were  those  that  had  been  longest  in  exist- 
ence, that  were  more  favorably  situated  for  traffic, 
and  were  strongest  financially.  These  escaped  with- 
out greater  loss  from  the  financial  panic  than  the 
temporary  passing  of  dividends.  It  was  otherwise 
with  those  that  had  been  built  more  extensively  upon 
credit  and  had  not  yet  reached  the  stage  where  their 
net  earnings  were  sufficient  to  meet  their  current 
interest  charges  and  to  provide  for  their  floating  debt. 
Others  had  been  caught  by  the  unexpected  collapse 
of  credit  with  lines  still  incomplete  and  with  heavy 
obligations  to  contractors  and  for  supplies. 

Many  of  the  corporations  so  situated  had  been 
organized  upon  the  basis  of  city,  county,  and  state 
subscriptions  to  their  capital  stock,  or  by  similar 
indorsement  of  bonds  and  guarantees  of  interest 
charges.  Such  aid  had  in  many  cases  been  secured 
by  assurances  that  the  interest  would  be  cared  for 
by  the  railroad  company  during  the  progress  of  the 
work  and  that  thereafter  it  would  be  met  by  the  re- 
sulting earnings.  As  to  the  payment  of  the  principal, 
that  was  to  mature  so  far  in  the  future  that  but  little 
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thought  was  given  to  it,  either  by  the  promoters  of 
the  enterprise  or  by  the  leaders  of  public  opinion, 
who  were  personally  to  profit  by  the  construction 
of  the  road,  or  who  were  oversanguine  in  their  antici- 
pation of  the  benefit  to  be  derived  from  its  operation. 

From  1876  to  1879,  nearly  four  hundred  and  fifty 
railroad  companies  underwent  foreclosure  proceed- 
ings, including  one  fourth  of  the  total  mileage  of  the 
country.  The  judicial  decrees  that  concluded  these 
proceedings  also  determined  the  priorities  of  the  sev- 
eral classes  of  creditors  of  the  bankrupt  corporations. 
Among  these  creditors,  it  frequently  happened  that 
there  were  state  and  city  governments  which  had  in- 
dorsed their  bonds.  Because  of  failure  to  pay  the 
interest  upon  them  as  it  matured,  the  principal  of  these 
bonds  also  became  due,  and  the  indorsers  unexpect- 
edly found  themselves  in  the  position  of  debtors  to 
the  bondholders  to  large  amounts,  with  only  an  equity 
of  redemption  in  the  mortgaged  property,  which  was 
of  questionable  value.  Still  worse  was  the  predica- 
ment of  those  bodies  politic  that  had  subscribed  for 
stock  in  such  companies  and  had  issued  bonds  to 
provide  for  such  subscriptions ;  for  their  investment 
in  the  property  as  stockholders  had  vanished,  leaving 
nothing  to  show  for  the  liabilities  which  they  had 
incurred. 

The  Western  States,  which  were  in  greater  need  of 
improved  communication  than  were  their  sister  states, 
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had  been  more  liberal  in  aiding  railroad  construction 
by  public  credit.  The  lands  that  had  been  donated 
to  the  corporations,  on  whose  debts  the  state  was  now 
paying  interest  by  taxation,  had  been  purchased  by 
immigrants  on  the  installment  plan,  with  the  deferred 
payments  secured  by  mortgages.  These  mortgages 
had  also  been  pledged  to  strangers,  and,  in  the  hard 
times,  as  the  interest  and  the  installments  fell  due,  the 
farmers  had  been  unable  to  pay  them ;  and  now  their 
mortgages  were  foreclosed. 

Where  currency  was  scarce  and  the  rate  of  interest 
was  high,  it  was  alleged  that  the  moneyed  class  was 
exploiting  the  resources  of  the  country  to  its  own 
advantage.  The  more  remote  a  region  was  from  the 
financial  centers  of  the  East,  the  more  bitter  was  the 
prejudice  there  against  the  capitalists,  who  were  held 
up  to  scorn  as  "  gold  bugs "  and  :'  bloated  bond- 
holders." There  were  facts  to  justify  such  a  preju- 
dice. The  people  in  the  more  western  states  knew 
of  the  transformation  of  Ohio  and  Indiana,  through  the 
instrumentality  of  railroad  transportation,  into  a  land 
provided  with  the  comforts  of  civilized  society  and  their 
legislatures  had  not  bargained  closely  with  the  stran- 
gers at  their  gates  who  had  brought  them  promise 
of  a  similar  blessing. 

Mass  meetings  resounded  with  vague  accusations 
of  fraud,  bribery,  and  corruption,  which  were  widely 
disseminated  in  the  newspapers.  While  these  were 
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« 
powerful  incentives   to   arouse  public   sentiment  in 

support  of  the  orators  who  saw  this  opportunity  for 
political  prominence,  they  did  not  affect  the  legal 
obligations  of  the  state,  county,  or  city  which  had 
liberally  pledged  its  credit  in  behalf  of  railroad  con- 
struction ;  nor  did  they  weaken  the  rights  of  innocent 
purchasers  of  bonds  for  value.  In  most  cases,  these 
bonds  were  eventually  exchanged  by  compromise  for 
others  at  a  lower  rate  of  interest ;  but  the  state  was 
without  recourse  upon  the  property  built  with  its 
money,  and  the  people  were  still  taxed  for  the  interest 
on  the  loans  which  had  built  them.  In  a  few  in- 
stances, the  state  governments  flatly  repudiated  their 
obligations  on  the  ground  that  they  were  tainted 
with  fraud  and,  standing  upon  their  sovereign  author- 
ity, were  unassailable  in  the  courts.  As  many  of  these 
bonds  had  passed  into  the  hands  of  foreign  bankers, 
the  reputation  of  other  issues  of  state  securities  was 
thereby  tarnished. 

The  growing  discontent  in  the  prairie  region  led 
to  the  organization  of  the  farmers  into  a  secret  order 
entitled  "The  Patrons  of  Husbandry,"  or  more  pop- 
ularly as  "Grangers."  This  movement  extended 
rapidly  through  the  West  and  South,  and,  in  1874,  it 
is  said  to  have  numbered  twenty  thousand  lodges 
or  granges.  In  these  granges  the  grievances  of  the 
farmers  found  utterance  in  bitter  denunciations  of 
those  by  whom  they  had  been  deceived  and  of  those 
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who  were  now  pressing  them  for  payment  of  their 
matured  obligations.  No  fairer  field  for  agitation 
could  have  been  afforded  to  aspirants  for  public  office, 
and  the  granges  became  political  clubs.  The  people 
felt  that  they  were  victims  of  a  railroad  policy  which 
they  were  powerless  to  control,  and  they  resorted  to 
the  polls  for  relief. 

Although  the  collapse  of  1873  was  in  fact  a  re- 
action from  a  period  of  overtrading  based  upon  an 
inflated  currency,  the  unreasoning  multitude  at- 
tributed it  to  the  selfish  machinations  of  those  in- 
terests which  had  been  in  the  forefront  of  the  specu- 
lative movement.  As  they  saw  these  recovering  from 
the  effects  of  the  financial  storm,  they  turned  upon 
them  rather  in  a  spirit  of  vindictiveness  than  with  any 
clearly  defined  comprehension  of  the  manner  in 
which  those  interests  had  been  instrumental  in  bring- 
ing about  the  misfortunes  from  which  they  were  suf- 
fering. The  railroads  which  had  been  sold  in  bank- 
ruptcy were  beginning  again  to  prosper,  relieved  of 
obligations  upon  which  the  people  were  still  being 
taxed  to  pay  the  interest.  Yet  these  very  corporations 
were  endeavoring  to  preserve,  in  their  reorganization, 
the  special  privileges  contained  in  the  original  char- 
ters under  which  the  railroads  had  been  constructed,  - 
as  freedom  from  the  ordinary  incidence  of  taxation, 
grants  of  public  lands  still  in  abeyance,  and  liberty 
to  construct  branch  lines  at  will. 
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It  was  in  vain  that  one  of  these  corporations  now 
sought  for  the  slightest  amendment  to  such  a  charter. 
It  was  at  once  confronted  with  a  demand  for  the 
relinquish  men  t  of  its  special  privileges.  The  state 
officials  and  the  members  of  the  legislatures  did  not 
consider  that  they  were  in  any  respect  representatives 
of  the  railroad  interests.  They  looked  upon  the  cor- 
porations as  aliens ;  and  in  the  epidemic  tendency 
for  revising  the  state  constitutions,  which  took  place 
about  this  period,  advantage  was  taken  of  the  op- 
portunity to  engraft  upon  the  organic  law  certain  rad- 
ical provisions  that  were  conceived  in  the  prevailing 
spirit  of  hostility  to  corporations.  It  was  in  such  an 
environment  that  the  regulation  of  railroad  com- 
panies became  a  political  issue  in  many  of  the  Western 
and  Southern  States. 

The  antagonism  to  railroad  companies  became 
concentrated  upon  the  relative  inequalities  in  the 
freight  tariffs  as  applied  to  different  communities.  The 
efforts  to  remove  these  inequalities  through  legis- 
lation were  vigorously  resisted  by  the  railroad  man- 
agements. Their  agents  were  busy  in  the  lobbies  and 
their  lawyers  before  the  committees.  The  matter 
of  exorbitant  and  extortionate  rates  became  the 
favorite  theme  of  those  who  denounced  the  railroad 
corporations  as  the  organized  oppressors  of  the  peo- 
ple. Popular  opinion  was  thereby  excited  to  such  an 
extent  that  the  railroad  companies  were  unable  to 
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secure  an  open  and  vigorous  advocacy  of  their  cause, 
either  in  the  newspapers  or  in  the  legislatures.  To 
appear  as  a  friend  to  the  railroads  was  tantamount 
to  political  suicide,  and  legislators  vied  with  each 
other  in  devising  measures  to  defeat  their  oppro- 
brious designs. 

The  corporations  resorted  to  the  state  courts  for 
protection  against  infringement  of  their  chartered 
rights.  The  much-vaunted  legislation,  being  loosely 
drawn  and  intended  to  popularize  its  authors,  rather 
than  to  provide  a  practicable  remedy  for  the  ills  from 
which  their  constituents  were  suffering,  proved  when 
tested  in  the  courts  to  be  inoperative  from  constitu- 
tional defects.  Yet  the  feeling  of  resentment  was  so 
unreasonable  that  the  judges  were  held  responsible 
at  the  polls  for  their  decisions  and  failed  of  reelec- 
tion. The  statutes  were  then  amended  in  accord- 
ance with  their  opinions,  and  the  decisions  in  the 
courts  were  brought  more  in  harmony  with  the  popu- 
lar sentiment. 

The  railroad  managers,  however,  still  spurned  the 
notion  of  submitting  their  operations  to  external 
control.  They  viewed  legislation  of  this  character  as 
subversive  of  contract  rights,  as  attempts  to  take 
private  property  for  a  public  use  without  due  com- 
pensation having  first  been  offered,  and  they  appealed 
to  the  federal  courts  for  relief.  Indeed,  when  agitation 
on  this  subject  began  in  the  Middle  West,  jurists 
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themselves  were  doubtful  as  to  the  legality  of  inter- 
ference by  legislation  with  railroad  rate  making. 

As  the  railroad  corporations  in  this  region  owed  their 
existence  to  the  very  states  from  whose  legislation  they 
desired  to  appeal,  they  could  only  obtain  standing  in 
the  federal  courts  under  the  decision  in  the  Dart- 
mouth College  Case,  relying  upon  a  charter  being  in 
its  essence  a  contract.  This  foundation  was  seriously 
undermined  by  the  Supreme  Court  in  the  Chicago  El- 
evator Case,  rendered  in  1876,  which  definitely  es- 
tablished the  power  of  a  state  legislature  to  regulate 
the  application  of  private  property  to  a  public  use, 
whether  such  property  belonged  to  an  individual  or 
to  a  corporation.  But  this  decision  did  not  fully 
meet  the  situation  that  had  been  developed  in  the 
endeavors  to  provide  efficacious  legislation  for  reg- 
ulating railroad  charges.  Theoretically  the  people 
had  gained  their  point,  but  the  practical  application  of 
the  principle,  as  defined  by  the  court,  to  actual 
conditions  bristled  with  difficulties.  However  well 
established  the  legislative  authority  for  that  pur- 
pose might  be,  it  was  found  impracticable  to  exert 
that  authority  by  a  statutory  definition  of  lawful 
rates. 

Members  of  the  legislatures  became  weary  of  tedious 
committee  work  and  of  futile  efforts  to  solve  insoluble 
problems  in  rate  regulation.  In  this  exigency,  re- 
sort was  had  to  an  intermediate  agency  that  has  since 
p 
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become  so  well  known  as  a  railroad  commission. 
There  had  been  a  railroad  commission  in  Massachu- 
setts since  1879.  This  was  an  administrative  bureau, 
charged  with  the  supervision  in  a  general  way  of  the 
corporate  acts  of  the  railroad  companies  and  of  the 
public  service  rendered  by  them.  It  was  intended  to 
occupy  an  advisory  relation  to  the  legislature  in  con- 
nection with  such  matters. 

But  this  instrumentality  of  government  was  now 
applied  avowedly  to  the  purpose  of  grappling  with 
the  railroad  corporations,  with  the  view  of  relieving 
legislators  from  further  trouble  and  annoyance  in 
securing  the  single  object  for  which  rate  regulation  was 
demanded  by  the  people.  That  object  was  the  ap- 
plication of  competitive  rates  to  non-competitive 
traffic,  and  they  stood  ready  to  grant  to  the  commis- 
sion whatever  authority  or  power  it  might  apply  for 
as  being  essential  to  that  object.  The  powers  so 
liberally  granted  were  officially  pronounced  by  a  com- 
mission of  that  type  as  "  positive,  not  merely  negative, 
which,  like  thumbscrews,  take  a  powerful  hold,  so 
that  even  litigation  to  test  them  is  dangerous." 

Once  that  a  nostrum  of  any  kind  attains  popular 
favor,  the  desire  to  try  it  spreads  like  an  epidemic ;  and 
so  it  proved  with  this  device  of  a  commission  to  regu- 
late railroad  rates.  Up  to  1887,  ten  states  had  es- 
tablished such  commissions ;  all  in  the  Western  and 
Southern  States.  These  commissions  were  not  created 
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to  hold  the  balance  of  power  between  the  railroad 
companies  as  common  carriers  and  the  shippers  for 
whom  it  performed  that  service,  but  as  the  exponent 
of  the  people's  will  in  the  determination  to  free  them- 
selves from  oppression  by  railroad  corporations.  The 
commissions,  in  several  instances,  responded  to  this 
mandate  in  a  way  that  made  the  railroad  managers 
look  aghast.  The  relative  incidence  of  competitive 
and  of  non-competitive  rates  was  not  made  the  sub- 
ject of  exhaustive  analysis,  but  their  equalization  was 
summarily  effected  by  a  horizontal  reduction  in  the 
local  tariffs  which,  on  many  commodities,  obviously 
absorbed  the  margin  between  the  cost  of  the  service 
and  the  compensation  for  performing  it. 

The  railroad  companies  were  required  to  accommo- 
date themselves  to  these  edicts  as  best  they  could.  The 
transition  from  being  the  shearers  to  being  the  shorn 
was  effected  so  rapidly  that  they  sought  refuge  in  the 
folds  of  the  federal  courts,  and  injunctions  followed 
thick  and  fast  upon  each  other.  Every  precedent 
of  the  law  of  common  carriers  and  every  precept  of 
constitutional  law  that  eminent  members  of  the 
bar  could  suggest  were  invoked  against  the  operation 
of  this  new  legislative  machinery.  The  trustees  under 
the  railroad  mortgages  appeared  in  the  courts  to 
protect  the  interests  that  they  represented  from  being 
injured  by  reductions  in  rates  which  it  was  asserted 
would  so  diminish  the  revenues  from  the  mortgaged 
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properties  as  to  impair  their  ability  to  pay  the  interest 
on  the  bonds  for  which  they  were  pledged. 

While  the  decision  in  the  Chicago  Elevator  Case 
had  established  the  authority  of  the  sovereign  states 
to  regulate  railroad  charges  within  their  borders  by 
appropriate  statutes,  it  had  not  determined  the  points 
connected  with  the  delegation  to  an  administrative 
bureau  of  the  exercise  of  powers  such  as  the  commis- 
sion above  cited  had  so  forcibly  described.  On  this 
constitutional  question  there  arose  another  class  of 
issues  as  to  the  reasonableness  of  the  rates  which  the 
state  commissions  sought  to  enforce.  Was  it  incum- 
bent upon  a  commission  to  sustain  the  reasonableness 
of  its  rates  in  the  federal  courts  by  evidence  as  to 
their  effect  upon  the  revenues  of  the  railroad  com- 
panies? Or  was  the  very  fact  that  such  rates  had 
been  established  by  a  duly  authorized  commission 
to  be  held  as  constituting  prima  facie  evidence  of 
their  reasonableness?  This,  if  admitted,  would  of 
course  lay  the  burden  upon  the  railroad  companies 
to  produce  evidence  in  contravention  of  such  an  as- 
sumption. Or  was  the  establishment  of  a  rate  by  a 
railroad  commission  to  be  recognized  as  sufficient  evi- 
dence of  its  reasonableness,  and  therefore  not  to  be 
controverted  by  any  other  evidence? 

The  federal  courts  were  inclined  to  maintain  their 
jurisdiction  over  the  question  of  reasonableness  in 
rates  so  established,  at  least  as  affecting  the  rights 
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of  mortgage  creditors.  But  this  position  again  opened 
up  another  line  of  argument  as  to  the  basis  upon 
which  there  should  be  ascertained  the  reasonable  com- 
pensation for  the  use  of  private  property  in  a  public 
service ;  whether  the  reasonable  return  should  be  cal- 
culated upon  the  par  value  or  the  market  value  of 
the  capitalization  of  a  corporation,  or  upon  its  in- 
trinsic value  as  a  running  concern,  including  the 
value  of  its  franchise  and  good  will,  or  upon  the  cost 
of  its  reproduction  in  its  present  condition. 

It  is  unnecessary  here  to  go  any  farther  into  the 
subtleties  of  such  a  discussion.  It  is  sufficient  to  say 
that  while  the  federal  courts  followed  the  interpreta- 
tion put  upon  the  state  constitutions  and  statutes  by 
the  state  courts,  as  far  as  their  own  judicial  intelli- 
gence would  permit,  they  did  not  fully  sustain  the 
authority  claimed  by  the  state  commissions.  And 
as  the  appellate  courts  in  their  decisions  did  not  har- 
monize, the  nature  and  extent  of  the  powers  that 
might  be  constitutionally  exercised  by  state  railroad 
commission  became  obscured  in  a  nebulous  haze  of 
judicial  opinions  from  which  they  have  not  yet  fully 
emerged. 

Still,  as  always  happens  in  a  democracy,  it  was  in 
vain  to  strive  against  the  people's  will,  when  it  had 
been  definitely  expressed  upon  a  single  proposition. 
The  people  wanted  the  railroad  corporations  subjected 
to  an  agency  of  their  own,  and  they  had  their  way. 
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One  injunction  after  another  was  brought  to  a  final  hear- 
ing and  dismissed,  and  the  railroad  managers,  brow- 
beaten in  the  legislatures  and  denounced  in  the  press, 
retired  from  the  contest,  disheartened  and  discom- 
fited. 

Yet  even  after  the  action  of  the  commissions  had 
been  sustained  in  the  courts,  after  the  earnings  of 
the  railroads  from  local  traffic  had  been  seriously 
diminished  by  the  reduction  in  rates,  the  people 
were  not  satisfied.  For  they  found  that  the  ills  of 
which  they  complained  had  been  but  partially  rem- 
edied. They  still  had  grievances  which  no  state 
legislature  could  endow  a  commission  with  power  to 
cure ;  for  the  inequalities  of  rates  affecting  interstate 
traffic  still  existed.  This  phase  of  rate  regulation 
did  not  become  apparent  until  the  period  of  railroad 
reconstruction  which  followed  upon  the  resumption  of 
specie  payments  in  1880.  Its  consideration  may 
therefore  be  deferred  to  the  next  chapter,  in  which 
that  period  will  be  treated. 


CHAPTER  IV 

THE    PERIOD    OF   RECONSTRUCTION 

THE  reaction  from  the  panic  of  1873  proved  that 
the  nation  itself  was  not  insolvent.  Its  tangible 
assets  were  ample  to  meet  its  obligations.  Its  social 
and  political  organizations  were  in  good  working 
order;  the  natural  resources,  the  strong  arms,  the 
intelligent  minds,  upon  which  at  last  the  prosperity  of 
the  country  must  rest,  were  still  as  available  as  ever. 
But  one  other  factor  had  been  lacking,  the  saving 
grace  of  time.  In  time  hope  revived,  confidence  was 
restored,  the  instrumentalities  which  had  been  pro- 
vided with  borrowed  money  justified  the  investment. 
The  intergeared  machinery  of  finance,  commerce,  and 
productive  industries  again  worked  in  unison,  and 
the  harmony  thus  reestablished  was  to  continue  until 
the  United  States  emerged  from  political  isolation  to  a 
foremost  place  among ,  the  great  powers  of  the  world. 

The  political  changes  effected  during  the  presi- 
dential election  of  1876  were  direct  consequences 
of  the  social  revolution  that  followed  upon  the  Civil 
War.  The  issues  in  which  that  war  originated  had 
been  decided  by  the  arbitrament  of  arms  to  which 
the  Southern  States  had  appealed.  The  United  States 
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now  constituted  a  nation,  one  and  indivisible.  That 
proposition  was  no  longer  even  questionable.  Ten 
years  had  passed  since  Lee's  surrender,  —  a  lapse  of 
time  sufficient  for  the  animosity  engendered  by 
fratricidal  warfare  to  have  become  enfeebled  in  the 
minds  of  those  who  had  taken  part  in  it.  Among 
those  of  the  younger  generation  who  were  now  re- 
placing them  in  the  legislatures,  the  forums,  and  the 
market  places,  the  sentiment  of  sectional  bitterness 
was  toning  down,  —  as  a  theological  dogma,  born  of 
fanaticism,  becomes  in  course  of  time  a  mere  formula, 
to  be  stoutly  upheld  if  questioned,  but  of  less  and  less 
influence  in  its  application  to  the  daily  affairs  of  life. 

In  the  Northern  States,  even  more  than  in  the 
South,  men  began  to  recognize  the  brotherhood  which 
still  held  the  two  sections  together,  as  people  of  the 
same  blood  and  language,  with  the  same  traditions. 
There  was  in  fact  but  one  barrier  between  them,  the 
barrier  raised  by  negro  emancipation.  The  social 
and  political  issues  that  had  arisen  from  this  momen- 
tous event  had  remained  in  abeyance  while  the  gov- 
ernments of  the  Southern  States  v/ere  in  the  hands  of 
aliens,  inimical  to  the  interests  of  those  in  whom  the 
title  was  still  vested  to  the  debris  of  their  shattered 
fortunes.  The  last  amendment  to  the  Federal  Con- 
stitution had  been  proclaimed  in  1870,  and  their  state 
governments  had  now  been  returned  to  the  quondam 
rebels.  It  was  the  price  paid  to  the  Democratic 
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party  for  peaceful  acquiescence  in  the  arbitration 
which  placed  a  defeated  candidate  in  the  presidential 
chair;  and  not  only  the  South,  but  also  the  whole 
nation,  should  be  grateful  to  that  party  for  the  act 
of  abnegation  which  perhaps  preserved  our  country 
from  a  renewal  of  civic  strife  that  would  have  set 
brother  against  brother  and  fireside  against  fireside 
in  every  state  in  the  reestablished  Union.  Only 
the  black  cloud  of  racial  difference  yet  hung  omi- 
nously over  the  reconstructed  South  and  cast  its  bale- 
ful shadow  upon  every  current  of  public  opinion. 
Elsewhere,  the  questions  which  were  to  agitate  the 
minds  of  the  people  were  more  directly  associated 
with  economic  than  with  political  propositions. 

The  return  to  normal  conditions  after  the  cul- 
mination in  1878  of  the  financial  crisis  was  made 
evident  by  the  rapid  increase  in  immigration.1  The 

1  IMMIGRATION   INTO   THE   UNITED   STATES,  1873-1882  (New    York 

World  Almanac) 

YEAR  NUMBER 

1873 459,803 

l874 313,339 

1875 227,498 

1876 169,986 

1877 141,857 

1878 138,469 

1879 177,826 

l88o 457,257 

1881 669,431 

1882 788,992 

The  number  of  immigrants  in  1882  was  not  exceeded  until  1903. 
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effect  of  this  immigration  was  more  immediately 
shown  by  the  increase  in  cereal  products  from  less 
than  1,400,000  bushels  in  1870  to  nearly  2,700,000 
bushels  in  1880;  and  by  the  increase  in  agricultu- 
ral exports  from  a  value  of  $361,000,000  in  1870  to 
$686,000,000  in  1880.  The  exports  of  manufactures 
also  increased  in  the  same  period  from  $68,000,000 
to  $102,000,000.  The  total  excess  of  exports  over 
imports  in  the  three  years  1879-1881  amounted  to 
$692,000,000,  and  this  balance  had  to  be  made  good 
mainly  by  the  import  of  gold.  Such  an  increase  in  the 
quantity  of  gold  available  as  a  circulating  medium 
greatly  assisted  the  resumption  of  specie  payments  in 
1880,  and  the  addition  to  the  quick  assets  of  the 
nation  was  indicated  by  the  accumulation  of  depos- 
its in  the  savings  banks,  which  were  estimated  in 
1870  at  about  $550,000,000,  and  in  1880  at  nearly 
$820,000,000. 

The  commercial  panic  of  1873  *s  comparable  to  an 
earthquake  that  shatters  an  assemblage  of  ill-assorted 
and  poorly  constructed  buildings,  which  had  been 
maintained  in  barely  passable  condition.  After  the 
terror  and  dismay  of  the  inhabitants  has  subsided, 
the  debris  is  removed,  and  there  rises  in  its  place  a 
city  of  commodious  structures,  designed  to  with- 
stand a  similar  catastrophe  and  far  better  suited  to  the 
requirements  of  modern  civilization.  So  it  was  with 
our  railroad  system.  Corporations  already  totter- 
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ing  to  financial  failure  were  overthrown.  The  wreck- 
age had  fallen  into  the  hands  of  capitalists  who  held 
their  bonds  as  investments  and  who  had  been  obliged 
to  take  possession  of  the  mortgaged  property  to  pre- 
vent their  interests  from  being  sacrificed  by  forced 
sales  at  auction.  They  recognized  the  fact  that  no 
property  could  produce  profitable  results  until  it  had 
been  put  in  condition  to  be  operated  with  economy, 
and  they  provided  the  fresh  capital  for  that  purpose. 
The  disintegrating  and  defective  plant,  with  which  an 
inefficient  service  was  being  performed,  was  swept 
away.  Improved  equipment,  appliances,  and  methods 
were  extensively  introduced,  which  before  had  only 
been  financially  possible  upon  a  few  of  the  principal 
routes  operated  by  the  more  prosperous  companies. 
There  was  also  a  revival  in  new  construction,  far 
in  advance  of  anything  that  had  before  been  under- 
taken. In  1873,  the  railroad  mileage  of  the  country 
was  perhaps  about  70,000  miles;  in  1880,  it  was  over 
90,000;  and  by  1890  it  had  increased  to  166,000  miles.1 

1  RAILROAD  MILEAGE  IN  THE  UNITED  STATES 

1837 20 

1840 2,818 

1850 19,021 

1860 3o>9H 

1870 52,914 

1880 93,296 

Scientific  American,  May  29,  1909. 

1887 12,878  miles  of  new  road. 

Poor's  Manual. 
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There  was  no  longer  construction  by  state  aid,  nor 
was  the  new  construction  promoted  from  motives 
of  political  ambition  or  by  scheming  adventurers. 
It  was  planned  for  corporate  profit,  either  as  new 
undertakings  in  promising  territory  or  as  feeders  to 
existing  lines.  Much  of  the  railroad  building  of  the 
latter  character  was  inspired  by  a  feeling  of  rivalry, 
and,  in  this  way,  many  communities  were  provided 
with  additional  transportation  facilities  without  the 
investment  of  local  capital. 

The  most  important  addition  in  this  period  to  our 
national  railroad  system  was  the  construction  of  three 
transcontinental  lines.  The  physical  ties  that  thus 
united  the  entire  Pacific  coast  with  the  country  beyond 
the  " Great  American  Desert"  awakened  in  both 
regions  a  consciousness  of  mutual  interests  that  kept 
alive  the  traditions  which  were  a  common  heritage. 
In  the  intermediate  territory,  extending  from  Canada 
to  Mexico,  they  opened  up  extensive  tracts  before 
inaccessible  save  by  pack  trains,  —  a  country  not  only 
rich  in  valuable  minerals,  but  where  water  was  to  be 
obtained  for  irrigation,  also  inviting  to  agricultural 
pursuits  by  reason  of  soil  and  climate.  The  natural 
resources  thus  made  available  for  exploitation  have 
more  than  doubled  the  potential  wealth  of  the  United 
States. 

From  1880  is  to  be  dated  the  reconstruction  of  our 
railroad  system.  Advantage  was  taken  of  this 


THE   PERIOD   OF  RECONSTRUCTION          77 

period  of  rehabilitation  to  unify  the  several  gauges  of 
track  in  conformity  with  that  which  more  generally 
prevailed.  The  cheaply  constructed  narrow-gauge 
lines  were  virtually  rebuilt.  In  1886,  the  lines  in 
the  Southern  States  which  were  of  the  five  feet  gauge, 
some  1 5,000  miles  in  all,  were  simultaneously  changed. 
The  light  rails  and  the  old  rolling  stock  were  replaced 
by  steel  rails  of  heavier  section,  by  locomotives  of 
greater  power,  and  by  cars  of  larger  capacity.  In 
many  instances,  the  contiguity  of  their  properties 
admitted  of  the  merger  of  reorganized  corporations. 
Their  greater  efficiency  as  competitive  lines  became 
so  obvious  that  the  desire  for  a  similar  amalgamation 
extended  to  their  solvent  rivals,  and  the  several  com- 
panies that  controlled  the  links  in  the  principal  com- 
mercial thoroughfares  were  gradually  combined  into 
trunk  lines.  All  these  improvements  made  it  pos- 
sible to  give  a  general  service  throughout  the  country 
of  a  better  character,  yet  with  much  greater  economy 
in  operation. 

In  one  respect,  the  crisis  of  1873  nad  proved  to  be 
a  blessing  in  disguise  to  the  people  of  the  Southern 
States.  Their  public  credit  had  been  largely  in- 
volved in  schemes  for  railroad  promotion.  Some  of 
them  were  legitimate,  though  many  were  tainted 
by  misrepresentation  and  fraud.  The  bankruptcy 
of  the  corporations  thus  assisted  disclosed  corrupt 
relations  of  their  managements  with  the  state  officials. 
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The  oppression  to  which  the  people  of  these  states 
had  been  subjected  by  their  alien  rulers  now  became 
so  manifest  that  the  consciousness  of  the  Northern 
people  was  awakened  to  the  crimes  that  were  being 
committed  in  the  name  of  liberty.  The  federal  gov- 
ernment could  therefore  no  longer  countenance  the 
so-called  "Carpetbaggers,"  who  then  incontinently 
abandoned  their  official  positions  to  escape  the  pent- 
up  wrath  of  the  people  whom  they  had  despoiled.  In 
the  subsequent  readjustment  of  the  state  debts  thus 
incurred,  the  reorganization  of  many  of  these  rail- 
road corporations  was  effected  by  the  Northern  finan- 
ciers who  had  been  induced  to  make  investments 
in  these  securities.  In  this  connection  they  carried 
to  completion  railroad  construction  which  had  re- 
mained in  abeyance  or  which  was  in  an  incomplete 
condition. 

The  three  South  Atlantic  States  of  Virginia,  North 
Carolina,  and  South  Carolina  had  long  been  interested 
financially  in  projects  for  trans-Allegheny  lines  within 
their  respective  borders,  but  the  Civil  War  had  over- 
taken their  execution  while  they  were  yet  halting 
on  the  eastern  slopes  of  the  mountains  that  barred 
the  way.  Now,  by  the  instrumentality  of  these 
financiers,  the  lines  in  Virginia  and  North  Carolina 
were  at  length  completed ;  but  the  people  of  South 
Carolina,  to  relieve  themselves  from  " carpetbag" 
rule  in  the  presidential  election  of  1876,  postponed 


THE   PERIOD   OF   RECONSTRUCTION  79 

their  opportunity  until  other  railroad  combinations 
intervened  and  left  the  state,  as  it  is  to-day,  without 
its  own  pathway  through  the  mountains  to  the  Mis- 
sissippi watershed. 

Up  to  this  period,  the  region  east  and  south  of  the 
Alleghenies  had  relied  principally  upon  coastwise 
navigation  for  freight  traffic  with  the  Northern  States. 
This  had  in  the  past  so  much  contributed  to  its  iso- 
lation that  Kentucky  was  more  accessible  by  rail  from 
the  North  than  Virginia  was;  and  Richmond,  the 
capital  of  the  Southern  Confederacy,  which  was  within 
115  miles  of  the  capital  of  the  United  States,  was 
nearly  twice  as  far  away  by  the  only  existing  railroad 
communication  across  the  Potomac  River.  A  second 
and  more  direct  line  was  now  constructed  by  a  North- 
ern corporation,  the  Pennsylvania  Railroad  Company ; 
and,  with  the  change  of  gauge  of  the  Southern  railroads, 
that  whole  region  was  provided  with  greatly  improved 
facilities  for  the  transmission  of  its  products  to  the 
markets  of  the  more  populous  and  wealthy  states 
beyond  its  borders. 

The  political  revolution  that  had  paved  the  way 
for  the  return  of  the  Southern  people  to  power  in  their 
state  governments  had  made  them  the  arbiters  of  their 
own  fortunes,  and  they  set  manfully  to  work  in  lines  of 
industry  to  which  they  had  before  been  strangers. 
The  attention  of  capitalists  who  had  become  inter- 
ested in  the  reorganization  of  their  railroad  corpora- 
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tions  was  attracted  to  those  natural  resources  of 
their  country  which  had  been  neglected  or  were  un- 
known. With  their  financial  assistance  there  was 
an  expansion  in  the  manufacture  at  home  of  the 
cotton  that  had  been  hitherto  shipped  away  in 
the  raw  state,  and  extensive  and  valuable  deposits 
of  coal  and  iron  ore  were  brought  into  public  notice. 
Blast  furnaces  and  rolling  mills  arose  in  valleys  that 
were  still  shaded  by  primeval  forests.  The  torrents 
that  had  been  flowing  for  ages  down  the  bordering 
mountain  sides  were  harnessed  to  factories.  The 
average  cotton  crop  increased  to  double  the  production 
at  the  end  of  the  Civil  War  and  became  the  most 
important  factor  in  the  credit  balance  of  our  foreign 
trade.1 

Yet  another  field  of  industry  was  developed  in  the 
seacoast  region  by  improved  railroad  facilities,  in  the 
period  of  returning  prosperity.  While  everywhere  else 
the  people  were  living  in  an  atmosphere  of  enterprise 
that  stimulated  their  zeal  for  progress,  the  coast  from 
Virginia  to  Florida  had  remained  inert.  Because  of 
the  preponderance  of  emancipated  slaves,  there  was 

1  COTTON  CROP  OF  THE  UNITED  STATES,  1866  to  1889 
From  the  New  York  Commercial  and  Financial  Chronicle 

1866  to  1869 Four  years,  average  2,311,698  bales 

1870  to  1873 Four  years,  average  3,603,030  bales 

1874  to  1878 Five  years,  average  4,393,870  bales 

1879  to  1883 Five  years,  average  5,969,667  bales 

1884  to  1889 Six   years,   average  6,399,950  bales 
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lacking  in  the  rural  population  that  mental  recep- 
tiveness  which,  whether  innate  or  acquired,  is  the 
basis  of  intelligent  public  opinion.  This  region  had 
suffered  more  severely  from  the  ravages  of  the  Civil 
War  than  had  any  other  part  of  the  South.  Its 
social  and  industrial  organization  had  been  over- 
turned ;  the  plantations  were  deserted,  the  buildings 
had  been  burned  or  were  in  ruins,  the  cotton  fields 
were  overgrown  with  briers  and  bushes,  the  rice  field 
drainage  was  destroyed.  The  negroes  were  leading 
a  shiftless  life,  relying  for  food  upon  vegetable  patches 
around  their  hovels,  eked  out  by  hunting  and  fishing. 
The  gun  was  in  their  hands  oftener  than  the  hoe. 
Indeed  so  far  from  having  recovered  from  the  effects 
of  the  Civil  War,  there  were  in  fact  large  districts  that 
were  retrograding  into  barbarism. 

The  rehabilitation  of  the  Southern  railroad  system 
gave  an  impulse  to  the  growth  of  perishable  fruits 
and  vegetables  for  Northern  markets,  beginning  in  the 
vicinity  of  Norfolk  and  extending  southward  along 
the  coast.  The  discovery  of  fossil  phosphates  in  that 
very  region  provided  the  necessary  fertilizing  material, 
and  this  industry  attained  an  enormous  volume.  Idle 
and  valueless  lands  were  reclaimed  and  sold  at  high 
prices.  Money  became  plentiful  in  circulation  where 
before  it  had  been  scarcely  seen.  Habits  of  industry 
and  economy  were  encouraged  and  the  comfort  of 
the  people  was  advanced.  The  piano  and  the  buggy, 
G 
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certain  evidences  of  prosperity  in  the  rural  district,  re- 
placed the  banjo  and  the  bull  cart.  Church  and  school 
buildings  were  erected,  and  a  change  was  effected  in 
the  condition  of  the  resident  population  that  was  a 
striking  example  of  the  civilizing  influences  of  speedy 
and  reliable  means  of  communication. 

Still  further  developments  followed  upon  the  exten- 
sion of  railroad  service  into  the  peninsula  of  Florida, 
which  was  then  almost  as  unknown  to  the  outside 
world  as  in  the  days  of  Ponce  de  Leon  and  Hernando 
de  So  to.  The  way  was  made  easy  for  the  tourist  to 
be  transferred  within  twenty-four  hours  from  ice 
and  snow  to  palms  and  orange  blossoms.  The  facil- 
ities for  frequent  and  rapid  transportation  induced 
the  planting  of  orange  groves,  which  became  a  profit- 
able industry.  The  public  lands  were  taken  up  by 
newcomers  from  every  state  in  the  Union ;  wealthy 
people  built  winter  residences,  palatial  hotels  were 
provided  for  fashionable  sojourners;  and  cultured 
communities  sprang  up  in  a  wilderness  before  in- 
habited by  refugee  Indians  and  by  scattering  whites, 
whose  principal  commodities  for  traffic  were  cow- 
hides and  alligator  skins.  As  railway  connection  was 
made  with  convenient  harbors  on  the  Gulf  of  Mexico, 
regular  communication  was  established  with  New 
Orleans,  Mobile,  and  Havana.  Here  also,  in  a  land 
apparently  devoid  of  mineral  resources,  phosphate 
of  lime  was  discovered  in  such  quantities  as  to 
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give  rise  to  valuable  commerce  with  European 
countries. 

As  the  work  of  corporate  reconstruction  went  on,  so 
large  a  proportion  of  the  railroad  system  could  not 
be  subjected  to  drastic  financial  reorganization  with- 
out affecting  seriously  the  industrial,  commercial,  and 
social  relations  of  the  people.  With  the  change  of 
ownership,  the  policy  of  the  railroad  company  was 
often  modified  toward  those  whom  it  served.  Where 
the  liquidated  corporation  had  been  financed  with  the 
public  credit,  it  had  depended  upon  popular  favor 
for  support  in  its  applications  for  legislative  aid. 
Its  managers  had  therefore  sought  to  ingratiate 
themselves  with  the  leaders  of  public  opinion  by 
granting  them  personal  privileges.  An  annual  pass 
facilitated  their  excursions  among  their  constituents 
and  their  journeys  to  the  state  capital.  It  strength- 
ened their  fences  politically  to  be  looked  upon  as 
having  influence  in  the  disposition  of  patronage  by 
those  seeking  employment  or  profitable  business 
from  the  railroad  managements. 

The  reorganized  corporation,  however,  was  not  a 
home  institution.  It  was  controlled  by  capitalists  in 
distant  cities,  who  were  out  of  touch  with  local  con- 
ditions. They  intended  to  finance  their  operations 
from  their  own  resources.  Being  therefore  independ- 
ent of  extraneous  assistance,  they  viewed  the  rail- 
road simply  as  a  business  enterprise,  and  were  uncon- 
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scious  of  the  value  of  favorable  public  sentiment 
as  one  of  its  assets.  They  wanted  profitable  results; 
and  as,  in  some  measure,  they  attributed  the  disasters 
that  had  befallen  the  property  to  the  lack  of  vigorous 
and  economical  management,  there  was  a  change  in 
the  local  administration  of  most  of  the  reorganized 
corporations.  Strangers  were  introduced  whose  ex- 
perience had  been  acquired  under  different  conditions 
and  whose  views  were  in  closer  accord  with  their  own 
ideas. 

These  changes  naturally  led  deeper  down  into  the 
ranks  of  officials  and  employees.  With  new  men 
came  new  manners  and  stricter  business  methods. 
The  numerous  concessions  of  personal  privileges  were 
estimated  on  a  money  valuation,  and  were  either 
abruptly  terminated  or  allowed  to  lapse.  Many  of 
the  beneficiaries  of  these  favors  had  so  long  enjoyed 
them  that  they  looked  upon  them  as  their  due,  and 
the  withdrawal  of  them  rankled  in  their  minds  as  a  per- 
sonal affront.  Nearly  every  one  who  had  been  thus 
treated  was  thereby  converted  into  a  critic  of  the  policy 
of  the  railroad  company  and  perhaps  into  its  insidious 
enemy. 

The  only  remaining  friends  of  the  new  administra- 
tion were  those  who  still  received  privileges  in  a 
business  way;  and  here  again  the  continuity  of  the 
old  and  the  new  order  of  things  was  gradually  inter- 
rupted. These  favors  had  been  induced  by  the 
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desire  to  secure  competitive  traffic,  beginning  in  some 
small  way,  as  by  the  present  of  a  trip  pass  to  a  mer- 
chant going  to  buy  goods.  These  were,  however,  but 
the  germs  of  a  disease  that  infected  the  whole  body  of 
traffic.  Passes  were  issued  to  the  families  and  to  the 
salesmen  of  heavy  shippers  whenever  requested,  even 
to  their  friends;  and  the  giving  of  passes  to  secure 
business  became  so  common  that  it  ceased  to  be  re- 
garded as  a  favor.  They  were  demanded  as  a  cus- 
tomary right  which,  if  it  were  refused,  was  resented  by 
the  transfer  of  the  merchant's  patronage  to  a  rival  line. 
.  The  next  step  was  the  giving  of  secretly  reduced  rates 
on  competitive  traffic.  Business  lost  to  a  line  in  this 
way  could  only  be  regained  by  offering  a  still  lower 
rate.  To  prevent  these  secret  rates  from  appearing 
on  the  bills  of  lading  and  way  bills,  such  shipments 
were  made  ostensibly  at  the  published  rates  and  the 
difference  was  made  good  to  the  merchants  by  cash 
payments.  This  service  was  performed  by  soliciting 
agents,  who  were  given  a  free  hand  in  such  matters, 
and  shippers  traded  among  them  until  the  greater 
part  of  the  competitive  traffic  was  virtually  put  up  at 
auction  to  the  lowest  bidder.  When  matters  reached 
this  point,  an  open  warfare  of  rates  ensued,  which 
resulted  in  an  agreement  for  restoration  of  rates. 
Such  an  agreement,  however,  was  but  a  cloak  for 
another  series  of  secret  reductions  that  pursued  the 
same  course  to  a  similar  conclusion. 
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This  situation  could  only  be  bettered  by  the  earnest 
cooperation  of  all  the  companies  engaged  in  traffic 
exposed  to  such  methods  of  competition.  One  effect 
of  the  panic  of  1873  had  been  to  bring  about  more 
organized  efforts  for  this  purpose.  The  so-called 
" Trunk  Line  Protectorate"  was  formed  in  1874  and 
the  Southern  Railroad  and  Steamship  Association  in 
1875.  In  place  of  the  conventions  at  which  traffic  offi- 
cials restored  rates  only  to  cut  them  again,  these  per- 
manent organizations  were  composed  of  the  higher 
managing  officials,  who  met,  not  to  make  rates,  but 
to  prevent  them  from  being  reduced  surreptitiously. 
The  negotiations  to  that  end  encountered  obstacles  that 
were  not  apparent. 

The  officials  of  the  operating  departments,  who 
were  responsible  for  an  economic  management, 
looked  hopelessly  at  the  net  earnings.  These  did  not 
improve  with  the  increased  tonnage  that  followed 
upon  the  revival  of  industries  and  commerce;  yet 
increased  tonnage  was  the  only  standard  by  which 
was  measured  the  activity  of  the  officials  who  made 
the  rates.  The  traffic  officials  of  the  rival  lines  had 
no  confidence  in  each  other's  good  faith,  and  they 
had  reason  for  this  opinion.  The  soliciting  agents, 
whose  value  to  their  employers  was  in  their  hold 
upon  their  patrons,  could  change  from  one  line  to 
another  and  carry  their  customers  with  them.  Every 
move  toward  an  understanding  among  the  railroad 
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administrations  was  made  known  through  these  agents 
to  the  shippers,  and  these  brought  their  influence  to 
bear  upon  the  negotiations  to  interpose  difficulties 
and  to  sow  the  seeds  of  distrust. 

These  negotiations,  however,  were  carried  on  in 
an  atmosphere  less  redolent  of  chicanery  than  that 
which  had  enveloped  similar  efforts  in  the  period  of 
unbridled  competition ;  and  they  resulted  in  the  adop- 
tion of  a  plan  which  promised  a  feasible  remedy  for 
the  evils  engendered  in  that  period.  This  purpose  was 
to  be  accomplished  by  what  became  known  as  a 
"pooling  agreement,"  by  which  the  total  gross  earn- 
ings of  all  the  parties  to  the  agreement  from  certain 
competitive  traffic  was  to  be  divided  upon  an  agreed 
apportionment  among  the  lines  interested  in  that 
traffic,  and  the  management  of  the  pooling  agreement 
was  to  be  placed  under  the  control  of  a  disinterested 
expert  as  commissioner. 

The  managers  of  the  more  prosperous  corporations 
favored  the  observance  of  published  rates,  but  much 
bargaining  was  required  to  secure  the  adhesion  of 
their  weaker  rivals  to  such  a  plan.  With  their  in- 
ferior facilities,  they  could  not  expect  to  share  the 
competitive  traffic  unless  they  offered,  by  a  secret 
reduction  in  rates,  the  only  counterbalancing  ad- 
vantage that  was  available  to  them.  Their  co- 
operation could  only  be  obtained  by  assuring  to  them 
such  a  proportion  of  the  total  gross  earnings  at  the 
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published  rates  as  would  result  in  greater  profit  to  them 
from  the  competitive  traffic  than  they  could  hope 
for  in  any  other  way. 

Many  difficulties  were  encountered  in  the  admin- 
istration of  the  pooling  agreements.  Jealousy  and 
mistrust  among  the  associated  managements,  thinly 
concealed  antipathy  of  their  traffic  officials  to  the 
necessary  restriction  of  their  power  to  cut  rates,  and 
that  mental  inertia  which  has  usually  to  be  overcome 
in  the  substitution  of  untried  methods  for  those  to 
which  employees  have  been  accustomed, — all  these 
served  to  diminish  the  efficiency  of  the  pooling  agree- 
ments. These  causes,  incessantly  reacting  on  each 
other,  gradually  undermined  the  foundation  of  good 
faith  on  which  alone  the  agreements  could  exist. 

First  one  and  then  another  of  the  parties  would 
drop  out,  until  the  agreement  lost  its  efficiency  and 
the  body  of  competitive  traffic  became  again  like 
a  huge  carcass  floating  on  the  sea,  with  sharks  and 
birds  of  prey  rending  its  substance.  A  few  of  the 
wiser  and  more  conservative  managements  held  the 
organization  together ;  for  they  believed  that  when  the 
period  of  destructive  competition  had  run  its  course, 
there  would  again  be  a  resort  to  the  pooling  arrange- 
ment, as  the  only  available  security  for  the  stability 
of  rates  which  was  essential  to  the  profitable  operation 
of  the  railroad  system  as  a  whole,  and  so  it  proved. 

When   the   time   arrived,    as   necessarily   ensued, 
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that  the  whole  fabric  of  rates  on  competitive  traffic 
had  been  disrupted,  the  pooling  agreement  was  re- 
vived. The  statistics  gathered  during  its  previous 
term  of  vitality  afforded  more  authentic  infor- 
mation as  to  the  volume  of  that  traffic,  as  to  how 
it  had  actually  been  divided  among  the  several  par- 
ticipants, and  as  to  the  revenue  which  each  of  them 
had  received  from  its  allotment  under  the  pooling 
agreement.  Each  of  them  had  now  the  means  to 
compare  the  net  profit  that  it  had  derived  from  the 
apportionment  with  that  which  it  had  received  in  the 
subsequent  period  of  competition.  It  was  found  that 
after  the  competition  had  become  general,  the  division 
of  the  traffic  among  them  had  not  varied  materially 
from  that  which  had  been  the  basis  of  apportionment ; 
though  the  gross  revenue  to  each  had  been  much 
diminished. 

This  evidence  had  never  before  been  placed  so 
clearly  before  the  responsible  directors  of  the  rival 
corporations.  It  was  an  object  lesson  which  taught 
them  to  insist  upon  the  renewal  of  the  pooling  agree- 
ments and  upon  their  maintenance  in  good  faith. 
The  results  were  soon  perceived  in  the  increased  net 
earnings  of  the  parties  to  such  agreements.  To  be 
sure,  there  were  occasional  lapses,  misunderstandings, 
and  breaches  of  these  agreements,  as  is  to  be  ex- 
pected in  the  administration  of  all  contracts  which 
restrict  the  independent  action  of  the  parties  to  them 
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who  are  actuated  solely  by  self-interest;  but  it  is 
perhaps  not  too  broad  an  assertion  to  state  that  the 
renewed  prosperity  which  followed  upon  the  recon- 
struction of  our  railroad  system  after  the  crisis  of 
1873  was  largely  due  to  the  comparative  stability  of 
rates  on  competitive  traffic  which  was  secured  by  the 
operation  of  these  pooling  agreements. 

The  marvelous  renovation  of  our  railroad  system 
after  1880  could  not  have  been  so  speedily  accom- 
plished had  it  not  been  for  the  financial  ability  dis- 
played in  the  reorganization  of  the  many  bankrupt 
companies.  It  was  much  more  difficult  to  liquidate 
the  affairs  of  such  a  corporation  than  those  of  a  bank- 
rupt merchant.  Only  by  protracted  litigation  could 
the  relations  of  the  several  parties  to  the  foreclosure 
proceedings  be  determined.  After  this  had  been  con- 
summated, the  control  of  the  reorganized  corporation 
passed  into  stronger  hands,  and  more  economical 
methods  came  into  vogue.  But  profitable  results  were 
not  to  be  obtained  by  economy  alone.  The  profit 
could  only  come  from  the  margin  between  the  cost 
of  performing  the  service  and  the  compensation  for  it. 
This  consideration  strengthened  the  organization  of 
the  traffic  associations,  through  whose  cooperation 
the  stability  of  rates  on  competitive  traffic  was  for  a 
time  measurably  maintained  throughout  the  country. 
Yet  it  was  mainly  because  of  this  fact  that  the  new 
order  of  things  met  with  opposition. 
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This  opposition  was  intensified  by  the  consolidation 
of  the  shorter  local  lines  into  extensive  systems  and 
the  consequent  absorption  of  their  administrations 
into  a  distant  central  authority.  The  principal  officers 
of  the  reorganized  companies  were  but  rarely  seen 
even  at  the  more  prominent  business  centers ;  while 
the  people  along  the  line  only  knew  the  station  agent, 
the  section  boss,  and  the  "cow  coroner"  or  agent 
for  the  adjustment  of  claims  for  stock  killed  by  trains. 
The  representative  of  the  corporation  with  whom 
they  came  most  in  touch  was  the  local  attorney, 
who  appeared  in  its  defense  in  the  courts.  Such 
patronage  as  advertising,  printing,  and  the  purchase 
of  minor  supplies  was  concentrated  in  the  more  im- 
portant cities,  and,  with  the  loosing  of  so  many  ties 
of  a  social  and  business  character,  the  hold  of  the 
railroad  company  upon  local  opinion  was  propor- 
tionately weakened,  and  the  opposition,  at  first  latent, 
ultimately  burst  forth  into  furious  antagonism. 
There  had  been  indeed  ground  for  dissatisfaction, 
not  with  the  operation  of  the  traffic  associations,  but 
with  discrimination  in  favor  of  the  commercial  centers 
and  railroad  junctions  that  had  been  caused  by 
the  senseless  rivalry  for  competitive  traffic;  though 
the  motive  for  this  discrimination  was  quite  differ- 
ent from  that  alleged  by  the  political  opponents  of  the 
railroad  companies. 

In  the  preliminary  period  of  railroad  extension, 
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promoters  had  only  to  send  a  surveying  party  into 
unoccupied  territory  for  exaggerated  anticipations 
to  be  raised  as  to  the  beneficial  effect  of  the  proposed 
road  upon  all  interests  then  existing  therein.  As  these 
surveyed  lines  materialized  into  constructed  railroads, 
other  conditions  supervened  upon  their  operation. 
Wherever  one  of  these  crossed  another  road,  there 
was  established  a  competition  of  rates  by  which  the 
junction  profited  greatly,  but  to  the  disadvantage  of 
adjacent  stations.  Nor  was  this  all.  There  was 
a  further  discrimination  in  favor  of  distant  com- 
mercial centers  against  nearer  markets.  In  many 
instances,  the  rates  to  those  farther  points  might 
be  half  of  those  over  the  same  line  between  in- 
termediate points.  The  consequences  of  such  com- 
petition were  soon  made  manifest  to  property  owners 
and  business  men  at  those  intermediate  stations  and 
to  the  farmers  in  their  vicinity. 

This  situation  was  further  aggravated  by  the  con- 
solidation of  separate  companies  in  a  continuous  line 
of  traffic  that  followed  upon  the  reorganization  of 
such  companies  into  a  single  corporation.  For  the 
junctions  and  crossings  of  the  once  independent  com- 
panies then  ceased  to  be  even  minor  points  of  com- 
petition. Their  rates  were  brought  into  line  with 
those  of  the  adjacent  stations,  and  the  consequent 
depressing  effect  upon  business  at  such  junctions 
served  to  swell  the  growing  tide  of  discontent.  This 
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condition  of  rates  was  less  acute  in  the  New  England 
States  and  on  the  routes  of  the  trunk  lines  between 
the  North  Atlantic  seaports  and  the  Middle  West, 
north  of  the  Ohio  River,  than  in  other  parts  of  the 
country.  For  the  effect  of  coastwise  and  lake  navi- 
gation was  to  maintain  many  naturally  competitive 
centers  of  commerce  on  the  periphery  of  the  first-named 
regions,  and  the  rivalry  in  railroad  construction  had 
covered  the  interior  with  such  a  network  that  but 
few  stations  were  without  artificial  competition. 
From  the  interaction  of  these  causes  the  rates  in  that 
territory  were  so  well  graduated  for  distance  as  to 
afford  little  occasion  for  complaint  as  to  unjust  dis- 
crimination. 

It  was  in  the  Mississippi  valley  and  in  the  Southern 
States  that  the  effect  of  the  discrimination  in  rates 
for  distance  had  been  more  keenly  experienced,  and 
the  state  commissions  in  those  regions  had  readjusted 
the  incidence  of  rates  upon  non-competitive  traffic 
as  far  as  they  dared  to  do  without  diminishing  the 
advantages  already  enjoyed  in  competitive  traffic 
at  the  principal  trade  centers  within  their  several 
jurisdictions.  But  they  were  incompetent  to  deal  with 
the  interstate  traffic,  which  far  exceeded  in  importance 
that  which  began  and  ended  within  each  state.  So 
the  scene  of  action  was  transferred  to  Congress,  and 
thereon  were  converged  the  assembled  forces  of  all  the 
discontented  adversaries  of  the  railroad  companies. 
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In  the  national  forum,  the  issue  was  finally  made  by 
the  people  who  believed  that  the  fruit  of  their  labor 
was  being  exploited  by  corporate  power  and  wealth. 

There  were  absolutely  no  precedents  for  action  in  a 
matter  that  vitally  affected  the  commerce  of  the  entire 
country.  The  federal  government  had  not  even 
officially  recognized  the  existence  of  railroad  corpo- 
rations, except  in  relation  to  the  postal  service,  until 
the  era  of  the  Civil  War ;  when  an  act  was  passed 
to  secure  intercommunication  between  their  lines 
for  more  efficient  cooperation  in  military  transpor- 
tation. Up  to  this  period  of  agitation,  direct  federal 
legislation  had  only  been  in  aid  of  the  construction 
of  transcontinental  railroads. 

Just  prior  to  the  crisis  of  1873,  the  attention  of 
Congress  had  been  called  to  the  necessity  for  federal 
legislation  in  the  regulation  of  interstate  commerce 
by  rail  through  numerous  petitions,  instigated  mainly 
by  the  "granger"  sentiment  in  the  disaffected  states. 
A  Senate  committee  undertook  an  investigation  of 
the  subject  and,  in  its  report,  recommended  certain 
measures  for  the  prevention  of  combinations  and  of 
unjust  discrimination  in  rates  for  distance,  and  also 
the  establishment  of  a  bureau  of  commerce.  Gen- 
eral attention  to  the  matter,  however,  became  tem- 
porarily subordinated  to  the  other  political  issues 
which  resulted  in  the  congressional  triumph  of  the 
Democratic  party  in  1874. 
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When  its  discussion  was  resumed,  the  legal  subtleties 
from  which  is  woven  the  web  of  corporate  rights  and 
privileges,  and  the  economic  aspects  of  the  question, 
were  presented  to  minds  that  were  far  more  intent 
upon  responding  to  public  opinion,  as  exhibited  in 
the  letters  and  petitions  of  constituents  and  the  edi- 
torials of  local  newspapers.  The  popular  sentiment, 
as  thus  expressed,  secured  the  passage  of  the  Reagan 
Bill  in  the  House  of  Representatives  in  1878.  It 
was  fortunate  for  the  general  welfare  of  the  country 
that  this  bill  failed  of  adoption  by  the  Senate ;  for  it 
was  presented  at  a  time  when  the  national  railroad 
system  was  in  process  of  reconstruction,  and  the  ap- 
plication of  this  crudely  conceived  measure  to  inter- 
state commerce  at  that  juncture  might  have  deterred 
the  investment  of  foreign  capital  then  much  needed 
for  that  purpose. 

For  nine  years  thereafter  the  issue  remained  before 
Congress  and  the  people.  During  that  time  it  received 
from  both  more  rational  consideration.  More  in- 
formation was  accumulated  and  more  light  thrown 
upon  the  subject.  Corporation  lawyers  published 
their  opinions  on  the  constitutional  restriction  of 
federal  authority  over  state  corporations,  and  rail- 
road experts  displayed  their  knowledge  of  the  practical 
bearing  of  rates  upon  interstate  traffic.  The  ad- 
vocates of  economic  theories  and  the  beneficiaries  of 
secret  rates  and  rebates  also  had  a  hearing. 
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As  the  discussion  of  rate  regulation  proceeded,  the 
recurrence  of  certain  phrases  indicated  the  education  of 
popular  opinion  on  the  subject.  Just  and  reasonable 
rates,  unjust  discrimination,  suppression  of  compe- 
tition, long  and  short  haul,  cost  of  service,  fair  return 
on  investments,  value  of  franchise,  —  these  terms  were 
so  frequently  repeated  that  they  became  familiar 
catchwords  in  the  mouths  of  campaign  orators.  Yet 
the  evils  of  unrestricted  competition  were  not  dis- 
cussed ;  on  the  contrary,  it  was  just  that  mode  of 
competition  which  it  was  sought  to  stimulate.  A  re- 
markable feature  of  this  discussion  was  that  the  rail- 
road interests  secured  so  little  popular  support.  They 
seemed  to  have  alienated  the  sympathy  of  every  in- 
terest except  those  of  their  own  security  holders  and 
officials.  Even  their  employees  held  aloof  from  any 
public  manifestation  in  their  behalf,  in  the  contest  to 
reduce  the  fund  from  which  their  own  wages  were 
paid. 

Where  manufactures  and  commerce  prevailed,  the 
conduct  of  railroad  traffic  had  become  so  permeated 
by  special  rates  and  secret  rebates  that  each  manufac- 
turer or  merchant  preferred  by  such  means  to  protect 
his  own  business,  or  to  subtract  from  that  of  his 
neighbor,  rather  than  to  concentrate  public  opinion 
upon  any  definite  platform  of  grievances.  The  leaders 
of  the  opposing  political  parties  were  there  too 
closely  in  touch  with  the  employers  of  labor  in  the 
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business  offices,  the  workshops,  and  the  mines  for 
them  to  risk  their  political  future  in  such  profitless 
efforts.  Therefore  neither  in  the  states  where  in- 
corporated capital  abounded  nor  in  those  dominated 
by  manufacturing  and  commercial  interests  was 
there  fuel  to  be  set  aflame  by  incendiary  agitation. 

But  in  those  very  communities  there  was  a  secret 
antagonism  to  any  attempt  on  the  part  of  the  railroad 
companies  to  maintain  published  rates.  The  traffic 
associations  were  particularly  objectionable  to  ship- 
pers who  had  profited  by  special  rates  and  rebates. 
They  could  not  come  out  in  open  opposition,  but  they 
undermined  these  associations  by  every  means  that 
they  could  bring  to  bear.  In  this  they  were  covertly 
aided  by  the  soliciting  agents,  who  were  discontented 
with  the  diminution  of  their  importance  in  the  dis- 
tribution of  rebates  and  in  the  incidental  value  to 
their  employers  of  the  patronage  which  they  had 
thereby  controlled.  Some  of  these  agents,  who  had 
lost  their  positions,  became  the  expert  advisers  of 
the  organizations  that  were  formed  by  the  commercial 
interests  which  were  opposing  the  traffic  associations. 
Through  the  interaction  of  these  conflicting  influ- 
ences, when  the  Interstate  Commerce  Law  was  passed 
in  1887,  it  fairly  represented  not  only  the  will  of  the 
people,  but  also  the  knowledge  and  experience  then 
attainable  upon  the  regulation  by  federal  authority 
of  interstate  transportation  by  rail. 

H 


CHAPTER  V 

THE   PERIOD   OF   REGULATION 

THE  passage  of  the  Interstate  Commerce  Act  of 
1887  marked  a  new  era  in  the  regulation  of  railroad 
rates  by  law.  Up  to  that  time,  state  legislation  on 
the  subject  had  been  confined  principally  to  the  upper 
Mississippi  valley  and  the  Southeastern  States.  By 
far  the  greater  part  of  the  traffic  within  the  states 
had  as  yet  escaped  such  regulation,  and  the  enormous 
volume  of  interstate  traffic,  to  which  the  Trunk  Lines 
owed  their  prosperity,  was  still  untrammeled  by 
external  control.  Over  this  traffic  Congress  had  now 
delegated  authority  to  a  commission,  with  power  to 
interpret  and  to  enforce  the  novel  federal  legislation. 

The  constitution  of  the  Interstate  Commerce  Com- 
mission had  been  given  the  same  judicious  considera- 
tion that  was  obvious  in  the  preparation  of  the  other 
provisions  of  that  legislation.  The. men  chosen  to 
exercise  its  functions  were  of  such  character  and 
experience  as  justified  the  confidence  thus  reposed 
in  them.  The  manner  in  which  they  entered  upon 
their  office  was  in  marked  contrast  to  that  which  had, 
in  the  main,  distinguished  the  inauguration  of  the 
state  commissions.  There  was  no  ostentatious  eager- 
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ness,  to  pose  as  the  people's  champions,  but  an  earnest 
endeavor  to  arrive  at  an  intelligent  understanding 
of  the  intention  of  Congress  as  to  the  extent  of  the 
regulation  of  interstate  traffic  and  as  to  the  mode  of 
procedure  suitable  to  carry  that  intention  into  effect. 

The  very  organization  of  a  bureau  that  was  to 
supervise  the  rate  making  of  a  railroad  system  which 
covered  a  continent  from  ocean  to  ocean  was  of  itself 
a  task  for  which  there  was  no  precedent,  and  which 
required  considerable  time  for  its  accomplishment. 
The  railroad  companies  bore  this  necessary  delay 
with  exemplary  patience,  while  the  people  were  wait- 
ing expectantly  for  the  beneficial  results  of  this  new 
legislation  to  become  apparent.  The  tentative  meas- 
ures of  the  Commission  were  rather  conciliatory 
toward  the  corporations.  Its  members  were  without 
experience  to  guide  them,  other  than  precedents 
based  upon  the  law  of  common  carriers,  and  they  were 
quite  disposed  to  arrive  at  some  common  understand- 
ing with  learned  counsel  as  to  the  construction  that 
should  be  put  upon  debatable  provisions  of  the  statute 
which  they  were  to  administer. 

But  this  was  just  what  the  railroad  managements 
were  seeking  to  avoid.  They  were  averse  to  any 
regulation  and  did  not  wish  to  be  committed  to  any 
construction  of  the  law  in  advance  of  the  appeals 
to  the  courts  which  they  had  in  view,  upon  the  first 
unwelcome  application  of  its  provisions  to  their  oper- 


ioo      PROBLEMS  IN  RAILWAY  REGULATION 

ations.  This  purpose  became  so  evident  that  it 
affected  the  attitude  of  the  Commission.  It  tended  to 
make  its  bearing  less  judicial  and  more  in  sympathy 
with  the  prevailing  opinion  that  the  railroad  com- 
panies did  not  mean  to  deal  justly ;  that  they  intended 
to  maintain  the  same  uncompromising  opposition  to 
the  regulation  of  interstate  traffic  by  federal  authority 
which  they  had  assumed  toward  the  commissions  in 
the  several  states. 

The  people  at  length  grew  impatient  at  the  delay 
and  wanted  something  done  in  fulfillment  of  the 
promises  that  had  been  made  as  to  the  reformation 
of  the  freight  tariffs  on  interstate  commerce.  The 
readjustment  of  rates  on  business  from  competitive 
points  to  the  same  area  was  clamorously  demanded, 
and  the  very  first  step  that  the  Commission  took  in 
this  direction  developed  the  tactics  of  the  railroad 
companies.  They  simply  held  aloof  from  the  hear- 
ings of  such  complaints,  intending  to  avail  themselves 
of  the  unfamiliarity  of  the  Commission  with  traffic 
details  to  upset  their  orders  in  the  courts,  and  to 
resort  to  every  subtle  device  to  delay  the  final  adju- 
dication of  the  points  involved  in  their  conclusions. 
The  breach  thus  effected  between  them  and  the 
Commission  became  widened  when  they  questioned 
its  authority  and  powers  to  an  extent  which,  if  fully 
sustained,  would  have  rendered  the  Commission  a 
nullity.  In  this  they  were  somewhat  successful. 
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For  the  courts  looked  askance  at  a  quasi-judicial 
commission  whose  powers,  as  yet  illy  denned,  seemed 
to  trench  upon  their  own  jurisdiction.  They  dwelt 
upon  the  confusion  of  functions  which,  under  the 
Federal  Constitution,  were  to  be  assigned  to  separate 
instrumentalities. 

This  attitude  of  the  courts  toward  its  pretensions 
induced  a  still  more  marked  tendency  on  the  part 
of  the  Commission  to  become  a  prosecuting  agency, 
with  a  brief  from  the  people,  rather  than  an  impartial 
board  of  investigation.  This  change  of  front  was 
furthered  by  the  character  of  the  appointees  in  suc- 
cession to  the  original  members  of  the  Commission. 
The  vacancies  were  filled  by  men  more  in  touch  with 
politics.  The  failure  of  the  Interstate  Commerce 
Law  to  meet  the  expectations  of  its  promoters,  they 
attributed  to  the  lack  of  sympathy  exhibited  by  the 
courts,  and  they  gave  much  attention  in  their  official 
reports,  in  public  addresses  and  interviews,  and  in 
published  articles  to  the  advocacy  of  measures  for 
the  increase  of  their  powers  and  the  extension  of  their 
authority. 

Their  course  in  this  respect  was  not  without  justi- 
fication. For  the  first  time  in  the  course  of  federal 
legislation,  Congress  had  created  an  isolated  organ 
of  government.  It  was  neither  a  committee  of  legis- 
lators nor  was  it  affiliated  with  the  courts  nor  was  it 
a  bureau  of  any  of  the  executive  departments.  There 
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was  no  line  of  demarcation  between  its  powers  to 
act  upon  complaints  and  upon  its  own  motion. 
There  were  also  assigned  to  the  Commission  duties 
of  an  administrative  character  with  reference  to  the 
physical  condition  and  operation  of  railroads  that 
made  its  organization  even  more  anomalous.  So 
that  on  the  one  side  the  objections  to  its  mixed  char- 
acteristics as  being  unconstitutional  were  well  taken, 
while  on  the  other  hand  it  seemed  impracticable  for 
the  Commission  to  discharge  the  duties  assigned  to 
it  without  its  having  some  efficient  authority  in  each 
of  the  fields  of  government  which,  under  the  pro- 
visions of  the  Federal  Constitution,  were  to  be  kept 
strictly  apart. 

In  the  matter  of  the  regulation  of  rates,  the  diffi- 
culty arose  from  the  concurrent  exercise  of  the  judicial 
authority  to  determine  that  any  given  rate  was 
unreasonable  or  unjust,  with  the  legislative  power 
to  name  definitely  a  rate  that  should  be  held  to  be 
just  and  reasonable.  This  was  the  crux  of  the  con- 
tention in  the  courts.  Either  Congress  should  have 
restricted  the  Commission  to  the  exercise  of  the 
judicial  authority,  or  it  should  have  deputed  to  that 
body  some  definite  part  of  its  own  powers  to  fix  a 
rate  in  substitution  of  one  which  had  been  judicially 
condemned.  This  Congress  had  not  done  and  seemed 
indisposed  to  do,  even  when  the  Supreme  Court  had 
made  its  views  known  in  its  decisions. 
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In  this  dilemma,  the  Commission  was  left  to  develop 
its  course  of  procedure  as  best  it  could.  So  long  as 
its  conclusions  were  in  accord  with  the  views  held 
by  the  courts  as  to  its  powers,  it  was  sustained ;  but 
the  moment  that  it  proceeded  to  fix  a  rate,  the  courts 
intervened.  Valuable  assistance  was  rendered  in 
some  of  these  decisions  toward  the  interpretation  of 
disputed  provisions  of  the  Interstate  Commerce  Law, 
but  still  the  Commission  insisted  that  it  was  virtually 
impotent  to  fulfill  efficiently  the  purposes  for  which 
it  had  been  created  without  such  amendments  to 
that  act  as  would  relieve  it  of  the  embarrassment 
to  which  it  was  subjected  by  these  very  decisions. 

It  was  not  until  1891  that  an  issue  was  fairly  joined 
between  the  Interstate  Commerce  Commission  and 
the  railroad  companies  as  to  the  control  of  the  Com- 
mission over  rates  on  interstate  traffic.  The  issue 
was  as  to  unjust  discrimination  in  rates  for  distance 
under  the  "  long  and  short  haul  "  clause  of  the  Inter- 
state Commerce  Act,  and  the  occasion  arose  in  con- 
nection with  a  complaint  from  the  Cincinnati  Chamber 
of  Commerce  against  the  entire  system  in  the  south- 
eastern part  of  the  United  States,  including  the  coast- 
wise steamship  lines  that  were  auxiliary  to  that 
system. 

The  complainants  asserted  that  the  freight  tariffs 
in  this  region  unreasonably  and  unjustly  discriminated 
in  favor  of  the  merchants  and  manufacturers  in  the 
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Eastern  seaboard  territory,  and  against  those  in 
Cincinnati  and  at  other  points  in  the  Central  terri- 
tory; that  is,  at  points  north  of  the  Ohio,  between 
Pittsburgh  and  the  Mississippi  River,  and  including 
Saint  Louis  and  Louisville.  When  the  complaint 
came  to  a  hearing  before  the  Commission  in  1892,  a 
similar  complaint  was  included  from  the  Chicago 
Freight  Bureau.  The  issue,  as  here  presented,  was 
not  one  in  which  the  interests  of  consumers  were 
involved,  but  simply  as  to  which  of  two  areas  of  pro- 
duction and  distribution,  that  on  the  North  Atlantic 
seaboard  or  that  in  the  Middle  West,  should  have 
the  preference  in  the  sale  of  similar  commodities 
to  the  merchants  residing  south  of  the  states  of 
Virginia  and  Tennessee  and  east  of  the  state  of 
Mississippi. 

The  question  received  from  the  Commission  the 
careful  consideration  that  its  importance  demanded. 
Not  until  May,  1894,  did  it  render  a  decision.  In  that 
decision  it  named  in  figures  the  rates  which  were  to 
take  effect  from  Cincinnati  and  Chicago  to  eight  com- 
mercial centers  in  southeastern  territory.  As  was 
to  be  expected,  the  common  carriers  defendant  at 
once  appealed  to  the  courts  and  obtained  a  temporary 
suspension  of  the  Commission's  order.  The  case  did 
not  reach  the  Supreme  Court  until  1896,  and  it  was 
not  until  that  court  rendered  its  decision  in  this  case 
that  the  relations  of  the  Commission  and  the  railroad 
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companies  under  the  Interstate  Commerce  Act  were 
authoritatively  interpreted.  As  the  attitude  of  this 
court  of  last  appeal  toward  the  Commission  provoked 
a  political  issue  that  assumed  national  importance, 
it  is  well  to  summarize  the  characteristic  features  of 
the  situation  which  were  thereby  developed. 

The  Supreme  Court  had  already  confirmed  the 
power  of  the  several  states  to  regulate  charges  for 
any  public  service.  This  decision  was  not  based 
upon  the  interpretation  of  any  written  constitution, 
but  upon  the  exercise  of  the  power  inherent  in  their 
sovereignty.  The  litigation  with  respect  to  the  regu- 
lation of  railroad  rates  by  Congress,  however,  was 
mainly  as  to  the  extent  and  character  of  the  powers 
which  had  been  specifically  delegated  to  that  body 
by  the  sovereign  states  themselves,  as  contained  in 
the  Federal  Constitution  and  as  expressed  in  the 
Interstate  Commerce  Act.  Much  time  had  been 
devoted  to  these  features  of  the  act  by  the  ablest 
men  in  both  houses  of  Congress,  and,  if  the  result 
proved  unsatisfactory  under  the  analysis  of  its  pro- 
visions by  the  Supreme  Court,  that  result  should  be 
attributed  to  the  difficulties  inherent  in  the  applica- 
tion of  untried  authority  to  a  novel  phase  of  society 
rather  than  to  hasty  or  inconsiderate  legislation. 

The  authority  of  the  Commission  over  the  railroad 
corporations  was  to  be  found  only  in  the  Interstate 
Commerce  Act.  Its  existence  was  not  rooted  in  the 
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fundamental  sovereignty  of  the  several  states  nor 
had  its  course  of  procedure  been  molded  by  a  long 
chain  of  legal  precedents.  It  was  the  offspring  of  a 
single  creative  act.  From  that  act  it  derived  its 
powers ;  upon  the  interpretation  of  those  powers  de- 
pended the  rights  of  the  parties  affected  by  its  deci- 
sions. There  was  room  for  an  honest  difference  of 
opinion  as  to  the  character  and  extent  of  those  powers, 
and  the  federal  courts  had  constitutional  authority  to 
determine  such  differences.  Until  the  court  of 
ultimate  appeal  had  interpreted  these  features  of  the 
Interstate  Commerce  Act,  the  authority  of  the  Com- 
mission could  not  be  enforced  upon  the  unwilling 
objects  of  its  action. 

The  primary  point  to  be  decided  was  as  to  the 
appropriate  position  of  the  Commission  in  the  hier- 
archy of  the  federal  government.  Was  it  an  admin- 
istrative bureau,  a  prosecuting  agency,  or  a  court? 
Under  the  Federal  Constitution  it  could  not  be  all 
three.  Congress,  in  an  earnest  endeavor  to  cover 
the  whole  field  of  railroad  regulation  in  the  service 
of  interstate  commerce,  had  imposed  some  rather 
incongruous  duties  upon  the  Commission.  It  had 
begun  by  making  the  Commission  a  special  court  to 
adjudicate  complaints  of  unreasonable  rates  and  of 
unjust  discrimination  by  railroad  corporations.  It 
had  sought  to  strengthen  the  efficiency  of  the  Com- 
mission by  giving  it  summary  jurisdiction  and  plen- 
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ary  powers  in  a  penal  statute  —  powers  not  before 
accorded  even  to  a  federal  court  of  primary  juris- 
diction. Congress  had  added  other  duties  as  to 
making  investigations  into  the  financial  status  of 
railroad  corporations,  into  the  material  condition  of 
their  property,  and  into  their  methods  of  operation. 
.The  information  thus  obtained  was  to  be  used  as 
evidence  in  the  determination  of  grievances  by  the 
Commission  itself  and  in  the  application  of  pains 
and  penalties  to  corporations  and  individuals.  The 
Commission  was  not  affiliated  to  the  existing  judicial 
system  nor  was  it  a  bureau  of  any  of  the  recognized 
departments  of  government  administration.  It  was 
to  advise  Congress  as  to  appropriate  legislation 
affecting  railroad  corporations,  yet  it  was  directly 
responsible  only  to  the  Chief  Executive. 

This  is  not  an  overdrawn  statement  of  the  position 
of  the  Interstate  Commerce  Commission  as  an  organ 
of  federal  authority,  as  it  appeared  to  the  railroad 
managements  when  they  began  to  consider  how  their 
corporate  privileges  and  their  personal  rights  were  to 
be  affected  by  the  Interstate  Commerce  Act.  When 
they  were  summoned  to  appear  before  the  Commis- 
sion, they  wanted  to  know  whether  they  were  to  go 
before  a  bureau  charged  with  obtaining  information 
as  to  economic  facts  and  principles,  or  before  a  prose- 
cuting agency  for  the  detection  of  crime,  or  before 
a  court  of  primary  jurisdiction  in  the  administration 


of  justice  as  ordinarily  dispensed  in  the  federal  courts. 
Until  these  points  were  finally  adjudicated,  it  was  not 
to  be  expected  of  the  Commission  that  its  findings  in 
cases  of  complaint  against  them  could  be  based  upon 
much  else  than  ex  parte  statements  or  be  of  any  other 
effect  than  might  voluntarily  be  given  to  them  by 
the  railroad  companies  under  investigation. 

Meanwhile  as  the  railroad  companies  were  accommo- 
dating their  operations  to  the  law,  as  interpreted 
by  their  counsel,  they  were  subjected  to  great  embar- 
rassment from  an  unexpected  source.  This  situation 
had  its  origin  in  the  case  of  the  Cincinnati  and  the 
Chicago  Freight  Bureaus.  In  that  case,  it  had 
become  a  matter  of  evidence  that  the  balancing  of 
rates  into  the  southeastern  territory,  of  which  these 
bureaus  had  made  complaint,  had  been  maintained 
by  means  of  the  Southern  Railroad  and  Steamship 
Association.  Contemporaneously  with  the  proceed- 
ings in  this  case,  the  Commission  questioned  the 
legality  of  the  agreements  under  which  this  and 
similar  traffic  associations  were  constituted. 

The  wholesale  dealers  at  important  commercial 
centers  had  remained  indifferent  to  the  efforts  of  the 
state  commissions  to  equalize  rates  in  favor  of  the 
smaller  communities,  because  their  own  business 
was  largely  a  matter  of  interstate  commerce.  But 
the  tightening  of  the  reins  upon  them  through  the 
medium  of  traffic  associations  was  at  the  bottom  of 
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the  charges  against  the  railroad  companies  in  the  case 
of  the  freight  bureaus ;  as  the  same  cause  had  been 
influential  in  the  insertion  of  the  provisions  prohib- 
iting pooling  agreements  in  the  Interstate  Commerce 
Act.  In  compliance  with  that  act,  the  members  of 
the  Southern  Railroad  and  Steamship  Association 
had  modified  their  traffic  agreement  by  the  abolition 
of  pools.  Under  the  title  of  the  Southern  States 
Freight  Association  they  sought  to  secure  the  main- 
tenance of  their  published  rates  by  the  infliction  of 
a  heavy  fine  for  any  departure  from  them.  Traffic 
associations  in  other  regions  did  likewise,  notably 
the  Trunk  Line  Association. 

A  penalty  that  could  not  be  legally  enforced  was  a 
poor  substitute  for  a  share  in  the  pool  that  was  a 
reward  for  good  conduct.  The  weaker  lines  returned 
to  the  policy  of  special  rates  and  secret  rebates,  which 
involved  interstate  traffic  in  a  war  of  rates  that  lasted 
in  some  parts  of  the  country  for  three  years.  The 
sectional  traffic  associations  were  either  dissolved  or 
so  transformed  as  to  preserve  some  central  organiza- 
tion for  the  maintenance  of  rates  in  accordance  with 
the  terms  of  the  Interstate  Commerce  Act. 

This  eminently  law-abiding  intention  was  defeated 
by  the  application  to  railroad  companies  of  the  pro- 
visions of  the  Anti-trust  Act.  This  law  had  been 
enacted  for  the  prevention  of  combinations  among 
industrial  corporations  for  the  enhancement  of  the 
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prices  of  their  products.  It  had  never  occurred  to 
the  minds  of  railroad  counsel  that  such  a  law  could 
be  applied  to  the  regulation  of  railroad  traffic,  which 
had  been  placed  explicitly  under  the  provisions  of  the 
Interstate  Commerce  Law.  But  the  legal  advisers  of 
the  Commission  thought  otherwise  and  invoked  the 
intervention  of  the  courts  for  a  dissolution  of  these 
reformed  associations,  as  being  combinations  in  re- 
straint of  trade ;  and  they  were  successful. 

In  1898,  the  Supreme  Court  pronounced  any  agree- 
ment for  the  maintenance  of  rates  as  unlawful,  and  the 
whole  traffic  of  the  country  was  thereby  relegated 
to  a  state  of  anarchy.  It  was  now  illegal  for  any 
two  railroad  companies  engaged  in  competition  for 
the  same  business  to  adopt  uniform  rates  on  that 
business  by  agreement,  for  any  such  common  action 
rendered  them  both  liable  to  severe  penalties.  It  was 
simply  impossible  for  the  commerce  of  the  country 
to  be  conducted  in  that  way.  Rates  had  either  to  be 
established  by  agreement  between  the  railroad  com- 
panies in  interest  or  by  order  of  the  Interstate  Com- 
merce Commission.  Even  if  the  power  of  the  Com- 
mission in  this  respect  had  not  been  questioned  by 
the  highest  judicial  authority,  its  members  were 
altogether  unequal  to  the  readjustment  of  rates, 
which  the  people  demanded  daily  in  myriads  of  trans- 
actions, in  the  interest  of  the  very  trade  for  whose 
protection  the  Anti-trust  Law  had  been  enacted. 
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The  Supreme  Court  had  stated  that  if  Congress 
had  intended  to  exclude  the  railroad  companies  from 
the  operation  of  the  Anti-trust  Law,  that  body  should 
so  amend  it.  Yet  Congress  took  no  steps  to  conform 
the  law  to  this  opinion.  The  most  important  factor 
in  the  welfare  of  the  country  was  permitted  to  drift 
without  guidance  either  from  the  courts  or  by  Con- 
gress, and  the  burden  was  thereby  virtually  placed 
upon  the  railroad  managements  to  extricate  themselves 
as  best  they  could  from  this  situation.  The  effect 
was  far-reaching,  beyond  the  prescience  of  those  who 
were  most  interested  in  its  consequences. 

The  ultimate  control  of  a  corporation  rests  in  its 
board  of  directors.  Although  the  board  ordinarily 
delegates  the  detailed  administration  of  the  corporate 
operations  to  its 'appointees,  and  though  the  establish- 
ment of  rates  is  usually  intrusted  to  traffic  officials, 
it  was  within  the  province  of  the  board  of  directors 
to  resume  that  function.  And,  although  separate 
boards  of  directors,  as  organizations,  could  not  law- 
fully agree  between  themselves  as  to  the  establish- 
ment of  uniform  rates,  there  was  no  legal  prohi- 
bition against  the  same  individuals  being  members 
of  the  directorates  of  the  several  competing  corpo- 
rations. This  purpose  was  accomplished  among  the 
trunk  lines  from  Boston,  New  York,  Philadelphia, 
and  Baltimore  westward.  The  capitalists  principally 
interested  in  these  several  corporations  acquired, 
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each  for  himself  or  for  the  company  in  which  he  was 
most  interested,  an  interest  in  the  shares  of  other 
competing  companies,  in  which  he  then  became  a 
director  or  secured  the  election  of  a  representative 
on  their  boards.  This  was  the  origin  of  the  "  Com- 
munity of  Interests  "  plan,  which  worked  fairly  well 
under  the  conditions  that  there  prevailed. 

Among  the  lines  west  of  Chicago  and  Saint  Louis 
this  plan  took  a  different  form.  The  two  more 
northern  of  the  transcontinental  lines,  with  termini 
alike  on  Puget  Sound,  became  allied  in  a  common 
financial  interest  and  jointly  secured  control  of  the 
Chicago,  Burlington  &  Quincy  Railroad  Company 
for  the  purpose  of  obtaining  a  better  entrance  into 
Chicago.  The  lines  interested  in  the  traffic  of  Cali- 
fornia sought  to  control  this  situation  by  the  purchase 
of  a  majority  of  the  common  stock  of  the  Northern 
Pacific  Railroad  Company.  This  attempt  brought 
about  a  contest  in  Wall  Street,  in  1901,  in  which  the 
lambs  were  fearfully  slaughtered. 

The  contest  resulted  in  a  drawn  battle  between  the 
protagonists,  who  compromised  their  differences  by 
a  novel  financial  device.  Instead  of  pooling  their 
traffic  in  an  unlawful  association,  they  pooled  their 
stocks  in  a  corporation  entitled  the  Northern  Securities 
Company,  which  thereby  controlled  directly  24,000 
miles  of  railroad,  and  indirectly,  through  its  stock- 
holders, enough  more  to  amount  in  all  to  90,000  miles, 
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about  one  half  of  the  total  mileage  of  the  country. 
In  the  contest  for  the  regulation  of  rates  by  internal  or 
by  external  control,  the  field  of  action  had  become  shifted 
from  that  of  railroad  operation  to  that  of  railroad 
ownership;  and  the  result  had  been  to  unite  the 
owners  in  a  combination  which,  as  they  thought,  was 
securely  intrenched  behind  the  bulwarks  of  state 
sovereignty.  In  this  they  were  mistaken.  Resort 
was  again  had  to  the  courts,  and  again  the  aid  of  the 
Anti-trust  Law  was  successfully  invoked  to  defeat 
their  scheme.  In  1904,  the  Supreme  Court  decided 
that  it  was  beyond  the  rights  of  a  corporation  char- 
tered by  one  of  the  states  to  exercise  its  corporate 
powers  for  evading  federal  legislation ;  and  that  the 
Northern  Securities  Company  was  engaged  in  an 
unlawful  undertaking  —  a  combination  in  restraint  of 
trade. 

The  outcome  of  that  decision  was  soon  apparent. 
The  securities  held  by  the  Northern  Securities  Com- 
pany were  distributed  among  its  stockholders,  one 
of  whom  was  the  Union  Pacific  Railroad  Company. 
In  1905,  the  board  of  directors  of  that  company 
delegated  to  its  president  plenary  powers  over  its 
affairs.  He  set  directly  to  work  to  make  a  profit- 
able market  for  the  sale  of  its  portion  of  the  assets 
of  the  Northern  Securities  Company,  that  was  no 
longer  of  value  for  the  purpose  for  which  it  had 
been  acquired.  With  the  aid  of  the  borrowing  powers 


of  his  own  company,  he  accumulated  a  fund  with 
which  he  covertly  purchased  a  dominating  interest 
in  each  of  the  great  railroad  corporations  directly 
competitive  with  the  Union  Pacific  Railroad  Com- 
pany, or  whose  lines  were  important  factors  in  the 
traffic  from  the  Atlantic  coast  to  its  eastern  termini. 
The  investments  thus  made  in  the  interest  of  that 
corporation  amounted  to  $120,000,000.  The  process 
of  railroad  regulation  in  the  interest  of  unrestrained 
trade  had  resulted  in  the  virtual  concentration  under 
the  will  of  one  man  of  the  operations  of  54,000  miles 
of  railroad  lines  on  the  principal  routes  across  the 
continent,  being  one  fourth  of  our  total  mileage,  with 
40  per  cent  of  its  capital  and  30  per  cent  of  its  gross 
earnings. 

The  Interstate  Commerce  Law  had  not  been  effi- 
cient in  the  suppression  of  traffic  associations ;  though 
that  had  been  accomplished  indirectly  by  the  appli- 
cation to  them  of  the  Anti-trust  Law.  It  had  been 
altogether  inefficient  in  the  regulation  of  non-com- 
petitive rates.  As  to  the  prevention  of  that  discrim- 
ination between  persons  which  was  a  crying  evil,  it 
had  no  more  effect  than  a  scarecrow  in  a  seeded  field. 
The  rebate  givers  could  plead  immunity  from  giving 
incriminating  testimony  against  themselves,  and  the 
law  was  so  worded  that  the  rebate  takers  could  avoid 
the  witness  stand. 

An  important  feature  of  the  Interstate  Commerce 
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Act  was  that  with  reference  to  violations  of  its  manda- 
tory provisions,  which  were  for  the  first  time  made 
criminal  by  federal  statute ;  but  it  had  not  yet  entered 
into  the  minds  of  lawmakers  that  a  chartered  com- 
pany should  be  made  penally  liable  for  the  acts  of 
its  agents.  They  were  to  be  viewed  as  the  actual 
criminals  and  to  be  subjected  to  imprisonment  as  well 
as  to  fines  for  violations  of  the  law  regulating  the 
corporations  that  employed  them.  However  logical 
might  be  that  recognition  of  the  distinction  between 
artificial  and  natural  persons,  it  failed  of  its  purpose 
as  a  deterrent. 

In  1903,  Congress  remodeled  its  conception  of  an 
artificial  person  in  the  Elkins  Law,  by  which  corpora- 
tions were  endowed  with  the  faculty  of  committing 
a  crime,  and  the  penalties  for  such  criminal  acts 
included  the  principal  as  well  as  its  agents.  Nor 
was  the  receiving  of  rebates  longer  regarded  as  an 
amiable  weakness  of  the  tempted.  The  receiver  was 
henceforth  to  be  branded  as  a  criminal.  With  this 
novel  reenforcement  of  their  armory,  the  prosecuting 
attorneys  took  the  field  and  began  to  garner  sheaves 
of  indictments  against  the  takers  as  well  as  the  givers 
of  rebates. 

This  was  an  unwelcome  surprise,  not  only  to  the 
railroad  companies,  but  also  to  the  industrial  corpora- 
tions that  had  thriven  on  rebates ;  for  the  Interstate 
Commerce  Commission  persistently  traced  their 
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devious  paths  until  they  were  unearthed  from  their 
burrows.  Thence,  however,  they  escaped  through 
another  hole  in  the  law  and  left  their  go-betweens 
to  plead  immunity  on  the  witness  stand.  Here  in- 
directly the  Supreme  Court  gave  them  another  bad 
turn,  as  it  had  the  traffic  associations.  In  the  so- 
called  "Tobacco  Case,"  involving  quite  a  different 
issue,  the  Court  decided  that  the  immunity  of  its 
agents  could  not  be  utilized  by  a  corporation  to  avoid 
the  consequences  of  its  own  criminal  acts.  Their 
last  screen  being  thus  torn  away,  the  ordinary  crim- 
inal procedure  proved  to  be  quite  adequate  for  con- 
viction, and  fines  accumulated  until  at  last  the  deple- 
tion of  the  corporate  treasury  had  a  salutary  effect 
upon  the  corporate  conscience  which  the  Elkins  Law 
had  quickened  into  existence.  This  was  in  fact  the 
greatest  benefit  that  federal  regulation  of  interstate 
commerce  had  yet  conferred  upon  the  community 
at  large.  It  had  aroused  public  opinion  to  the  enor- 
mity of  discrimination  between  persons  and  had  dis- 
closed the  real  beneficiaries  of  unregulated  compe- 
tition. 

The  efficient  regulation  of  railroad  corporations  was 
really  made  operative  by  the  Supreme  Court  in  its 
decision  in  the  " Tobacco  Case,"  by  denying  immunity 
to  corporations.  Just  as  in  its  interpretation  of  the 
Anti-trust  Law,  it  had  established  the  existence  of  a 
potential  as  well  as  of  an  actual  restriction  of  trade 


THE  PERIOD   OF   REGULATION  117 

in  the  traffic  associations,  by  making  it  a  penal  offense 
even  to  be  able  to  commit  an  unlawful  act  in  advance  of 
its  actual  commission.  The  consciousness  that  the 
progress  made  in  railroad  regulation  had  been  due 
rather  to  judicial  decisions  than  to  its  orders,  seemed 
to  have  stirred  the  members  of  the  Interstate  Com- 
merce Commission  to  obtain  further  amendment  of 
the  act  to  which  it  owed  its  existence.  They  appealed 
to  public  opinion  and  to  Congress  so  successfully 
that  the  discussion  as  to  such  amendment  was  directed 
principally  to  the  limitation  of  the  jurisdiction  of 
the  courts  in  the  enforcement  of  the  orders  of  the 
Commission. 

Popular  indignation  was  stimulated  against  rail- 
road corporations  by  their  alleged  defiance  of  the 
Commission.  It  was  conspicuously  displayed,  during 
the  presidential  campaign  of  1904,  in  the  platforms  of 
both  of  the  principal  political  parties.  Their  orators 
vied  with  each  other  in  depicting  the  evils  that  had 
been  caused  by  the  domination  of  corporate  power; 
so  that  when  Congress  assembled,  in  the  autumn  of 
1905,  there  was  a  general  recognition  of  the  necessity 
for  immediate  and  extensive  remedial  legislation. 
President  Roosevelt  was  impressed  by  this  view  of 
the  subject  and  was  eager  to  mold  the  statutory 
regulation  in  conformity  with  his  opinion  as  to  its 
provisions. 

The  measure  that  was  adopted  by  the  House  of 
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Representatives,  under  the  supervision  of  the  Presi- 
dent, had  been  hastily  devised,  in  order  that  it  might 
be  acted  on  by  the  Senate  before  its  final  adjournment. 
It  was  carefully  revised  in  the  Senate  committee 
before  it  was  reported  to  that  body  on  February  26, 
1906.  There  it  was  the  subject  of  prolonged  dis- 
cussion, in  which  it  was  sought  to  carry  out  the  wishes 
of  the  President  so  sedulously  that  leading  senators 
of  both  political  parties  resorted  to  personal  con- 
ferences with  him.  The  purpose  that  he  had  prin- 
cipally in  view  was  to  limit  the  appellate  jurisdiction 
of  the  courts  over  the  orders  of  the  Interstate  Com- 
merce Commission,  and  the  arguments  of  distin- 
guished senators  on  this  constitutional  question  were 
of  a  character  that  made  the  debate  memorable  in 
congressional  annals.  The  bill  passed  the  Senate 
on  May  1 8  by  a  vote  of  71  to  3.  A  conference  com- 
mittee became  necessary  to  secure  the  concurrence 
of  the  House,  which  was  obtained  by  a  vote  of  216 
to  4,  and  on  June  4,  the  statute,  which  had  become 
known  as  the  Railroad  Rates  Act,  received  the  ap- 
proval of  the  President. 

This  legislation  was  the  outcome  of  nearly  twenty 
years'  experience  in  the  working  of  the  Interstate 
Commerce  Act.  It  had  been  initiated  at  the  earnest 
desire  of  members  of  the  Commission  to  amend  that 
act  in  the  respects  in  which  they  considered  it  to 
be  defective.  In  their  efforts  to  this  end  they  had 
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the  ardent  support  of  the  President  and  were  sus- 
tained by  popular  opinion  so  vigorously  expressed 
that  the  measure  molded  under  these  influences 
passed  both  houses  of  Congress  by  a  virtually  unani- 
mous vote.  The  Railroad  Rates  Act  may  therefore 
be  considered  as  including  the  most  efficient  provi- 
sions that  could  be  devised,  not  only  for  the  regula- 
tion of  interstate  traffic,  but  also  of  corporate  power 
as  applied  to  a  public  service.  It  is  therefore  well  to 
summarize  the  characteristic  features  of  these  pro- 
visions. 

The  power  of  Congress  to  regulate  interstate  com- 
merce had  been  extended  over  all  common  carriers  en- 
gaged in  such  traffic,  including  water  lines.  The  defi- 
nition of  a  common  carrier  was  made  to  cover  all 
private  car  lines,  including  sleeping  cars,  all  pipe  lines 
engaged  in  transporting  other  commodities  than  water 
or  gas,  and  also  express  companies.  The  definition  of 
railroad  rates  was  broadened  to  include  switching, 
transfer,  and  terminal  charges.  Railroad  companies 
were  prohibited  after  May  i,  1908,  from  engaging  in 
mining  or  producing  any  commodity  entering  into 
interstate  traffic,  except  for  their  own  use. 

The  provisions  with  reference  to  rebates  were  ex- 
tended to  soliciting  or  receiving  any  valuable  consid- 
eration as  an  offset  against  freight  charges.  Corpora- 
tions receiving  or  giving  rebates  were  made  liable  to 
fines  of  from  $1000  to  $20,000;  while  the  corporation 
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receiving  a  rebate  was  also  liable  to  a  forfeiture  of  three 
times  the  amount  of  such  rebates  received  during  the 
six  years  previous  to  the  beginning  of  the  action. 
Any  person  acting  for  the  carrier  in  such  violation  of 
the  law  was,  in  addition  to  a  fine,  made  liable  to  two 
years'  imprisonment,  and  any  act  or  omission  of  an 
employee  .was  made  the  act  of  the  corporation. 

The  only  important  amendment  affecting  passenger 
traffic  was  a  sweeping  prohibition  of  free  transporta- 
tion to  all  persons,  except  a  carrier's  own  employees ; 
by  which  any  person  giving  or  accepting  a  free  pass  was 
made  liable  to  a  fine  of  from  $100  to  $2000.  An 
amendment  introduced  into  the  Senate  to  require 
equally  good  service  and  accommodations  for  all  pas- 
sengers who  pay  a  like  amount  of  fare  was  stricken  out 
in  the  Conference  Committee. 

The  act  was  to  take  effect  sixty  days  after  its  pas- 
sage, and  the  Interstate  Commerce  Commission  set 
about  its  work  with  amplified  powers  and  extended 
authority.  Its  membership  had  been  increased  from 
five  to  seven,  and  their  salaries  from  $7500  to  $10,000 
per  annum.  It  had  been  given  power  to  fix  joint  rates 
and  divisions  of  same,  to  establish  through  routes  and 
to  fix  the  conditions  under  which  they  were  to  be 
operated;  also  to  compel  detailed  reports  from  com- 
mon carriers  as  to  capitalization,  franchise  and  invest- 
ment values,  salaries,  earnings,  and  profits.  On  com- 
plaint of  a  rate  as  being  unjust,  if  it  proved  to  be  well 
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founded,  the  Commission  was  to  promulgate  the  rate 
that  it  deemed  equitable  as  a  maximum  rate,  to  be- 
come effective  in  thirty  days  and  to  remain  in  effect 
for  two  years  unless  modified  or  set  aside  by  the  courts. 
The  Commission  was  empowered  to  award  damages  to 
a  shipper  for  a  carrier's  failure  to  observe  the  law. 

No  other  bureau  of  the  federal  government  had  ever 
before  been  endowed  with  functions  that  were  so  in- 
timately associated  with  the  material  welfare  of  the 
people.  The  power  of  Congress  over  interstate  com- 
merce had  been  delegated  to  the  Commission  to  the 
utmost  degree  compatible  with  a  technical  deference 
to  constitutional  limitations.  The  authority  of  the 
Commission  had  been  extended  over  the  corporate 
acts  of  railroad  companies  outside  of  their  duties  as 
common  carriers,  and  over  the  activity  of  other  cor- 
porations engaged  in  productive  industries. 

But  the  aegis  of  the  Supreme  Court  was  still  ex- 
tended over  appellants  from  the  action  of  federal  legis- 
lation upon  corporate  enterprises.  Indeed  its  position 
as  the  arbiter  in  cases  of  this  character  had  been 
strengthened  as  a  result  of  the  discussion  of  means  to 
undermine  it.  It  had  been  left  as  free  as  before  to 
clarify  turbid  statutes  and  to  apply  time-honored 
principles  of  law  to  newly-developed  phases  of  social 
activity,  without  breaking  with  the  precedents  on 
which  its  previous  decisions  had  been  founded  and 
without  departing  from  the  constitutional  basis  upon 
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which  the  federal  government  had  been  established  by 
the  wisdom  of  our  forefathers. 

The  time  has  been  insufficient  since  the  passage  of 
the  Railroad  Rates  Act  to  have  had  its  merits  and  de- 
fects thoroughly  tested  in  the  courts.  Reference  to 
such  decisions  as  have  been  published  will  be  deferred 
to  a  discussion  of  the  several  problems  to  which  they 
specifically  relate.  The  Interstate  Commerce  Com- 
mission, in  its  report  to  Congress  in  December,  1907, 
after  the  amended  act  had  been  in  effect  for  fifteen 
months,  was  of  the  opinion  that  railroad  managers  for 
the  most  part  had  exhibited  "a  sincere  and  earnest  dis- 
position to  conform  to  its  requirements"  and  that 
"  there  is  now  a  freedom  from  forbidden  discrimination 
which  is  actual  and  general  to  a  degree  never  before 
approached."  "  It  is  this  general  and  marked  improve- 
ment in  transportation  conditions  that  the  Commission 
observes  with  special  gratification.  The  amended  law, 
with  its  enforceable  remedies,  the  wider  recognition 
of  its  fundamental  justice,  the  quickened  sense  of 
public  obligation  on  the  part  of  railway  managers, 
the  clearer  perception  by  shippers  of  all  classes  that  any 
individual  advantage  is  morally  as  well  as  legally  in- 
defensible, and  the  augmented  influence  of  the  Com- 
mission resulting  from  its  increased  authority,  have  all 
combined  to  materially  diminish  offensive  practices  of 
every  sort  and  to  signally  promote  the  purposes  for 
which  the  law  was  enacted." 
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This  tribute  to  the  beneficial  effects  of  the  Railroad 
Rates  Act  is  not  only  of  value  because  of  the  authori- 
tative source  whence  it  proceeded,  but  also  as  an  in- 
dication of  the  more  rational  attitude  of  the  Commis- 
sion and  of  the  railway  managers  toward  each  other. 
It  might  well  have  been  hailed  as  the  harbinger  of  a 
new  era  in  the  legislative  regulation  of  railroad  opera- 
tions. 


CHAPTER  VI 

RECENT  RAILWAY  REGULATION 

NOTWITHSTANDING  the  favorable  prognostications 
of  the  Interstate  Commerce  Commission  with  which 
the  preceding  chapter  concluded,  problems  connected 
with  railway  regulation  are  still  prominent  as  political 
issues. 

It  is  of  interest  to  note  the  attitude  of  the  principal 
political  parties  toward  railway  regulation  as  displayed 
in  the  platforms  upon  which  their  candidates  were 
respectively  nominated  in  the  presidential  campaign 
of  1908.  In  comparing  their  propositions  as  to  future 
amendments  of  the  laws  affecting  railroad  operations, 
we  may  assume  that  the  Democratic  party  represented 
the  more  radical  expression  of  popular  opinion.  In 
its  platform,  the  Democratic  party  pronounces :  - 

First,  for  the  valuation  of  railroad  property,  as  neces- 
sary to  " efficient  supervision  and  rate  regulation"; 

Second,  for  prohibiting  railroads  from  " engaging  in 
business  which  brings  them  into  competition  with 
their  shippers" ; 

Third,  for  insuring  "such  reduction  in  transporta- 
tion rates  as  conditions  will  permit,  care  being  taken  to 
avoid  reductions  that  will  compel  a  reduction  of  wages, 
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prevent  adequate  service,  or  do  injustice  to  legitimate 
investments" ; 

Fourth,  for  increasing  the  power  of  the  Interstate 
Commerce  Commission  by  "  giving  to  it  the  initiative 
with  reference  to  rates  and  transportation  charges  put 
into  effect  by  the  railroad  companies,"  with  authority 
"on  its  own  initiative  to  declare  a  rate  illegal  and  as 
being  more  than  should  be  charged  for  such  service." 
The  present  law  is  inadequate  because  the  "  Commis- 
sion is  without  power  to  fix  or  investigate  a  rate  until 
complaint  has  been  made  to  it  by  a  shipper."  It  should 
"have  power  to  inspect  proposed  railroad  tariff  rates 
before  they  should  take  effect,  and,  if  they  are  found  to 
be  unreasonable,  to  initiate  an  adjustment  thereof"  ; 

Fifth,  for  declaring  unlawful  "all  agreements  of 
traffic  or  other  associations  of  railway  agents  affecting 
interstate  rates,  service,  or  classification,  unless  filed 
with  and  approved  by  the  Interstate  Commerce  Com- 


mission. ' 


The  position  of  the  Republican  party,  as  expressed  in 
its  platform,  is  more  conservative,  and  its  propositions 
as  to  reforms  in  railroad  operation  are  as  follows :  — 

First,  that  railroads  should  be  given  "the  right  to 
make  and  publish  traffic  agreements  subject  to  the  ap- 
proval of  the  Commission,  but  maintaining  always  the 
principle  of  competition  between  naturally  competing 
lines  and  avoiding  the  common  control  of  such  lines  by 
any  means  whatever" ; 
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Second,  that  "the  future  overissue  of  stocks  and 
bonds  by  interstate  carriers"  should  be  prevented. 

In  both  platforms  there  is  a  remarkable  diminution 
of  the  oratorical  fervor  that  had  characterized  previous 
utterances  upon  the  subject  of  railroad  regulation.  In 
both,  too,  there  is  a  recognition  of  the  necessity,  in  the 
public  interest,  for  the  existence  of  traffic  associations, 
and  a  notable  cessation  in  the  demand  for  restriction 
of  judicial  supervision  over  the  authority  exercised  by 
the  Interstate  Commerce  Commission.  Yet,  in  the 
Democratic  platform,  there  is  still  the  cry  for  more 
power  for  the  Commission,  —  power  to  fix  a  rate  in 
advance  of  complaint,  power  to  adjust  railroad  tariffs 
before  they  take  effect.  Increase  in  the  already  ample 
authority  of  the  Commission  is  to  be  the  panacea  for  all 
the  ills  occasioned  by  railroad  maladministration. 

As  the  Republican  nominee  for  the  presidency  was 
victorious  by  321  to  162  electoral  votes  in  thirty  out 
of  forty-six  states  and  by  a  popular  majority  of 
1,269,804  votes  over  the  Democratic  candidate,  the 
Republican  platform  was  apparently  the  best  vote- 
getter.  Its  railroad  regulation  plank  should  therefore 
take  precedence  as  setting  forth  the  prevailing  public 
opinion  upon  that  matter.  President  Taft  took  this 
view  of  it  and  undertook  to  materialize  the  several 
planks  in  the  platform  on  which  he  had  been  nomi- 
nated. On  January  7, 1910,  he  presented  them  to  Con- 
gress in  the  concrete  form  of  statutes  ready-made  for 
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adoption.  This  innovation  in  legislation,  had  it  been 
acceptable  to  Congress,  would  have  served  to  lighten 
its  committee  work  and  to  abbreviate  its  deliberations. 
The  presidential  message  in  which  these  measures 
were  formulated  is  of  especial  interest,  as  it  defines  the 
amendment  of  the  laws  regulating  railroad  operations 
which  was  still  necessary  in  the  opinion  of  one  of  great 
experience  in  judicial  procedure  and  in  the  administra- 
tion of  public  affairs. 

The  President  calls  the  attention  of  Congress  to  the 
fact  that  in  the  last  six  months  of  1908  there  had  been 
sixteen  suits  brought  to  set  aside  orders  of  the  Inter- 
state Commerce  Commission  affecting  railroads,  and 
that,  in  these  suits,  six  preliminary  injunctions  had 
been  granted.  The  present  procedure  in  these  cases 
results  in  delay  in  the  enforcement  of  the  orders  of  the 
Commission  and  in  a  contrariety  of  decisions.  The 
speedy  decision  of  such  questions  is  of  supreme  impor- 
tance, as  is  also  a  uniformity  of  decisions  to  insure 
an  effective,  systematic,  and  scientific  enforcement  of 
the  commerce  law.  For  this  purpose,  the  President 
recommends  the  establishment  of  a  special  court,  to  be 
known  as  the  "United  States  Court  of  Commerce," 
which  is  to  have  exclusive  original  jurisdiction  over  all 
cases  involving  the  enforcement  of  the  orders  of  the 
Interstate  Commerce  Commission,  except  as  to  pains 
and  penalties  and  the  payment  of  money,  also  in  cases 
arising  under  the  "Elkins  Act"  and  in  mandamus 


proceedings  under  the  Interstate  Commerce  Law. 
The  duty  of  prosecuting  or  defending  suits  by  the  In- 
terstate Commerce  Commission  tends  "to  impair  the 
efficiency  of  the  Commission  by  clothing  it  with  par- 
tisan characteristics  and  robbing  it  of  the  impartial 
judicial  attitude  it  should  occupy  in  passing  upon  ques- 
tions submitted  to  it."  All  such  litigation  should  be 
under  the  direction  of  the  Attorney-General. 

Attention  is  called  to  the  clause  in  the  Republican 
platform  recommending  that  railroads  be  given  the 
right  to  make  and  publish  traffic  agreements,  but  main- 
taining the  principle  of  competitiqn  between  naturally 
competing  lines.  The  President  sees  no  reason  why 
agreements  should  not  be  permitted,  "specifying  the 
classification  of  freight  and  the  rates,  fares,  and  charges 
for  transportation  of  passengers  and  freight,"  provided 
copies  of  such  agreements  are  promptly  filed  with  the 
Commission  and  are  subject  to  the  provisions  .of  the 
Interstate  Commerce  Act  and  to  the  right  of  the  parties 
to  the  agreements  to  cancel  the  rates  so  established 
upon  thirty  days'  notice. 

As  to  complaints  from  shippers  that,  under  the  pres- 
ent law,  they  are  held  bound  to  know  the  legal  rate, 
the  President  refers  to  the  suggestion  that  carriers 
should  be  required  upon  application  to  quote  the  legal 
rate  in  writing,  but  objects  that  this  would  afford  an 
easy  method  of  giving  preferences  and  rebates.  He 
prefers  that,  upon  written  request,  the  carrier  should 
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quote  the  proper  rate,  and  that,  if  the  shipper  suffers 
damage  in  consequence  of  a  misstatement,  the  carrier 
shall  be  liable  to  a  penalty  of  $250  to  the  United  States. 

It  is  recommended  that  the  power  of  the  Commission 
should  be  increased  by  authority  to  act  on  its  own  ini- 
tiative in  the  investigation  of  any  rate  or  practice  and 
to  pass  upon  the  classification  of  commodities  in  like 
manner  as  it  may  now  do  with  respect  to  maximum 
rates.  It  has  been  suggested  that  the  Commission 
should  be  empowered  to  postpone  a  proposed  increase 
in  rates  pending  investigation  of  its  reasonableness. 
Carriers  contend  that  this  would  clothe  the  Commis- 
sion with  the  original  rate-making  power,  a  policy 
which  was  distinctly  rejected  in  the  passage  of  the  Hep- 
burn Act  in  1905-1906.  The  President  recommends 
that  the  Commission  should  be  empowered  to  postpone 
a  proposed  increase  of  rates  for  not  more  than  sixty 
days  and  within  that  period  either  to  forbid  the  in- 
crease or  to  fix  the  maximum  of  such  increase.  If  the 
Commission  should  meantime  have  completed  its  in- 
vestigation, the  rate  shall  take  effect  as  under  the  exist- 
ing law.  It  is  also  recommended  that  shippers  should 
be  empowered  to  direct  the  route  of  their  shipments  to 
destination,  subject  to  regulation  by  the  Commission. 

As  to  the  purchase  of  stock  of  one  railroad  company 
by  another,  the  President  refers  to  the  declaration  in 
the  Republican  platform  of  1908  that  the  principle  of 
competition  should  be  maintained  between  naturally 
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competing  lines  and  that  the  common  control  of  such 
lines  should  be  avoided.  The  holding  of  stock  of  one 

• 

railroad  company  by  another  owning  a  competing 
line  has  been  expressly  sanctioned  by  the  laws  of  many 
states,  and  to  attempt  the  sudden  reversal  of  this  policy 
as  to  stocks  heretofore  acquired  would  inflict  a  grievous 
injury,  not  only  upon  corporations  thereby  affected  but 
also  upon  a  large  body  of  the  investment-holding  pub- 
lic. It  is,  however,  recommended  that  the  law  shall 
be  so  amended  that  no  railroad  company  subject  to  the 
Interstate  Commerce  Act  shall  thereafter,  either  di- 
rectly or  indirectly,  acquire  any  interest  of  any  kind  in 
any  corporation  which  competes  with  it  respecting  busi- 
ness to  which  the  Interstate  Commerce  Act  applies. 

But  for  the  protection  of  minority  stockholders  in 
securing  to  them  the  best  market  for  their  stock,  there 
should  be  a  proviso  that  where  a  corporation  already 
owns  a  majority  of  the  stock  of  another  railroad  com- 
pany, it  may  still  acquire  the  remainder;  nor  should  it 
be  prohibited  for  a  railroad  company  then  operating 
another  railroad  under  a  lease  of  not  less  than  twenty- 
five  years  to  acquire  the  reversionary  ownership  of  such 
railroad;  but  "such  provisions  shall  not  operate  to 
authorize  or  validate  the  acquisition,  through  stock 
ownership  or  otherwise,  of  a  competing  line  or  interest 
therein  in  violation  of  the  antitrust  or  any  other  law." 

The  Republican  platform  further  declares  in  favor 
of  national  legislation  and  supervision  over  the  future 
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issue  of  stocks  and  bonds  by  interstate  carriers.  The 
President  therefore  recommends  that  no  railroad  cor- 
poration subject  to  the  Interstate  Commerce  Act  shall 
hereafter,  for  any  purpose  connected  with  its  business 
governed  by  said  act,  issue  any  stock  except  upon  pay- 
ments of  its  par  value,  nor  any  bonds  or  other  obliga- 
tions (except  notes  maturing  within  a  year)  except 
upon  the  receipt  of  the  par  value  thereof ;  or,  if  issued 
at  less  than  par  value,  only  upon  payment  of  the  reason- 
able market  value  as  ascertained  by  the  Commission. 
No  property,  services,  or  other  thing  than  money  shall 
be  taken  in  payment  of  stock,  bonds,  or  other  obliga- 
tion except  at  their  fair  value  as  ascertained  by  the 
Commission.  Provision  shall  be  made  to  prevent  the 
improvident  or  improper  issue  of  short-term  notes  in 
such  a  manner  as  to  commit  the  Commission  to  the 
approval  of  a  larger  amount  of  stock  or  bonds  to  retire 
such  notes  than  should  legitimately  have  been  required. 
Provision  should  also  be  made  for  approval  by  the  Com- 
mission of  the  amount  of  stock  and  bonds  to  be  issued 
in  any  reorganization  pursuant  to  judicial  sale  or  other 
legal  proceedings. 

The  President,  in  conclusion,  expresses  the  belief 
that  the  amendments  suggested  by  him  would  make 
the  Interstate  Commerce  Act  "a  complete  and  effec- 
tive measure  for  securing  reasonableness  of  rates  and 
fairness  of  practices  in  the  operation  of  interstate  rail- 
road lines,  without  undue  preference  to  any  individual 
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or  class  over  any  others, .  .  .  and  would  prevent  the 
recurrence  of  many  of  the  practices  which  have  given 
rise  in  the  past  to  so  much  public  inconvenience  and 
loss."  He  adds,  "By  my  direction  the  Attorney- 
General  has  drafted  a  bill  to  carry  out  these  recom- 
mendations, which  will  be  furnished  upon  request 
to  the  appropriate  committee  whenever  it  may  be 
desired." 

The  principles  enumerated  in  the  Republican  plat- 
form had  been  formally  drafted  in  the  proposed  bill, 
which  was  likewise  conceived  in  a  spirit  of  tolerance 
to  railroad  corporations.  It  is  of  interest  to  note  the 
reception  that  it  met  with  in  Congress.  Instead  of 
being  considered  upon  its  merits  as  affecting  an  impor- 
tant public  service,  its  discussion  was  made  the  occa- 
sion for  a  trial  of  strength  in  a  factional  contest  among 
the  Republican  members. 

The  measure,  as  drafted  by  the  Attorney-General, 
was  introduced  in  the  House  of  Representatives  on 
January  4,  1910,  and  in  the  Senate  on  January  n, 
under  the  title  of  "A  Bill  to  create  a  Court  of  Com- 
merce and  to  amend  an  Act  entitled  '  An  Act  to  Regu- 
late Commerce'  approved  February  4,  1887."  An 
alternative  bill  was  introduced  in  the  House  by  Mr. 
Mann,  Chairman  of  the  Committee  on  Interstate  and 
Foreign  Commerce ;  and  in  the  Senate,  Mr.  Cum- 
mins introduced  an  amendment  to  the  President's 
measure.  The  temper  in  which  Mr.  Mann's  bill  had 
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been  prepared  was  shown  by  a  remark  made  by  him,  as 
chairman  of  the  reporting  committee,  to  the  effect 
that  the  conditions  affecting  railroad  practices  in  the 
United  States  were  almost  intolerable;  an  opinion 
which  was  assented  to  by  the  Chairman  of  the  Inter- 
state Commerce  Commission,  who  was  present  as  a 
witness. 

The  opposition  manifested  in  the  House  committee 
to  certain  provisions  of  the  bill  induced  its  revision  by 
the  Attorney- General  as  to  the  powers  of  the  proposed 
Court  of  Commerce,  the  regulation  of  stock  and 
bond  issues,  and  the  inclusion  of  electric  railroads  in 
the  scope  of  the  bill.  As  in  the  discussion  on  previous 
amendments  of  the  Interstate  Commerce  Law,  there 
was  sensitiveness  lest,  in  the  creation  of  the  Court  of 
Commerce,  the  powers  of  the  Interstate  Commerce 
Commission  should  be  curtailed  by  judicial  supervision 
of  its  orders,  and  the  sections  of  the  bill  creating  that 
court  passed  the  committee,  by  a  vote  of  only  10  to  8, 
the  chairman,  Mr.  Mann,  and  other  Republican  mem- 
bers voting  with  the  Democratic  minority.  When  the 
bill  was  reported  on  April  8,  it  had  been  amended  in 
many  particulars  to  conform  to  the  bill  which  Mr. 
Mann  had  introduced  at  the  beginning  of  the  session. 
An  amendment  had  been  adopted  eliminating  the  pro- 
vision in  the  administration  bill  which  exempted  rail- 
road companies  owning  a  majority  interest  in  the  stock 
of  another  line  from  the  prohibition  against  acquiring 
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an  interest  in  a  competing  road  and  which  permitted 
a  road  under  a  twenty-five  years'  lease  to  be  acquired 
by  the  lessee ;  also  an  amendment  which  prohibited  a 
railroad  director  from  sitting  in  the  board  of  any  other 
railroad  corporation  which  was  substantially  com- 
petitive. A  minority  report  was  submitted  opposing 
the  creation  of  a  commerce  court,  criticising  "inter- 
ference by  the  Executive"  and  objecting  to  the  clause 
authorizing  the  Interstate  Commerce  Commission  to 
permit  certain  rate  agreements.  Another  minority 
report  condemned  the  provisions  of  the  bill  relating  to 
stock  and  bond  issues  as  an  unwarrantable  interference 
with  the  authority  of  the  States  which  was  "a  menace 
to  the  development  of  new  lines  and  drawn  solely  in  the 
interest  of  existing  lines." 

In  the  Senate  committee,  a  minority  report  was 
presented  in  opposition  to  the  Court  of  Commerce. 
It  was  asserted  that  in  the  previous  three  years  and  a 
half  there  had  been  but  twenty-six  cases  in  which  such 
a  court  would  have  had  jurisdiction,  and  the  pro" posi- 
tion was  strongly  condemned  that  a  court  should  "de- 
clare in  advance  the  legality  of  a  proposed  railroad 
merger  any  more  than  it  should  attempt  to  determine 
for  an  individual  what  he  may  lawfully  do  in  his  busi- 
ness." The  report  also  criticised  the  plan  proposed 
for  the  prevention  of  overcapitalization,  "  the  proposed 
departure  from  the  existing  methods  of  defending 
suits  brought  by  carriers  to  make  inoperative  the  or- 
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ders  of  the  Commission,"  the  section  with  respect  to 
traffic  agreements,  and  that  designed  to  prevent  the 
consolidation  of  competing  lines. 

As  the  strength  of  the  opposition  to  his  measure 
developed,  the  President  became  active  in  securing  a 
caucus  of  the  Republican  members  of  the  House  in 
order  to  restrain  the  "progressive"  or  " insurgent" 
faction  from  endangering  its  passage,  and  particularly 
those  sections  which  provided  for  the  creation  of  the 
Court  of  Commerce.  As  his  own  device,  he  regarded 
it  as  of  such  prime  importance  as  to  give  its  name  as 
title  to  the  bill.  It  was  accordingly  arranged  that, 
pending  the  success  of  the  maneuver  for  a  caucus  of 
the  House  members,  the  preliminary  stages  of  discus- 
sion of  the  measure  should  be  confined  to  the  Senate. 

The  opening  of  the  debate  on  the  bill  in  the  Senate, 
on  March  15,  was  in  marked  contrast  to  that  which  had 
preceded  the  passage  of  the  Roosevelt  bill  four  years 
previously.  Then  the  White  House  had  been  a  rally- 
ing point  for  members,  eager  to  confer  with  the  Presi- 
dent and  to  ascertain  his  views  on  the  problems  that  its 
provisions  suggested.  The  will  of  the  President  had 
been  deferred  to  at  every  stage  in  the  debate  by  mem- 
bers of.  both  parties.  Now  the  administration  bill 
was  ushered  in  silence  into  the  forum  of  the  Senate, 
without  a  word  of  introductory  explanation  by  the 
chairman  of  the  committee  that  had  reported  it  favor- 
ably, not  even  when  he  was  taunted  for  his  failure  to  do 
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so.  As  a  fact,  the  ostensible  friends  of  the  measure 
only  supported  it  to  retain  the  influence  of  the  Presi- 
dent as  the  "regular"  wing  of  the  Republican  party; 
while  their  opponents,  the  " insurgents,"  were  heartily 
in  favor  of  the  principle  of  the  bill,  but  criticised  it 
because  it  was  not  sufficiently  drastic. 

The  factional  character  of  the  opposition  to  the  bill 
was  disclosed  at  the  beginning  of  the  debate,  which  was 
opened  by  Senator  Cummins  with  a  direct  attack  upon 
the  President,  in  which  he  charged  that  the  bill  had 
been  drawn  in  the  interest  of  railroad  corporations. 
"All  Republicans,"  he  said,  "are  expected  to  vote  for 
this  bill  without  amendment,  and  only  those  who  sur- 
render their  independence  of  thought  will  escape  Execu- 
tive displeasure  and  the  penalty  of  being  cast  out  of 
the  party."  After  the  first  onslaught  on  the  bill,  the 
debate  lagged  for  lack  of  a  defender,  and  was  deferred 
from  day  to  day,  apparently  because  the  official  sup- 
porters of  the  measure  were  waiting  for  amendments 
that  were  being  drafted,  under  direction  of  the  Presi- 
dent, to  meet  the  vigorous  criticisms  of  the  "  insur- 
gents." 

On  March  30,  the  chairman  of  the  Committee  on 
Interstate  Commerce  introduced  no  less  than  seven 
amendments  to  the  original  bill.  They  related  to  the 
powers  of  the  proposed  Court  of  Commerce  and  were 
intended  to  meet  the  objections  which  had  been  ad- 
vanced on  that  point.  They  did  not  touch  the  matter 


RECENT  RAILWAY   REGULATION  137 

of  traffic  agreements,  or  stock  and  bond  issues,  or  the 
acquisition  of  other  lines  by  a  railroad  company  al- 
ready owning  a  majority  interest  in  them ;  therefore 
they  failed  to  win  approval  from  the  combined  opposi- 
tion of  " insurgents"  and  Democrats.  Senator  Root 
supported  the  amendments  in  a  speech  which  he  began 
by  saying  that  he  cared  but  little  for  the  proposed 
Court  of  Commerce.  The  course  of  the  debate  made 
it  plain  that  the  leaders  on  the  administration  side  had 
planned  to  let  the  opposition  speakers-  talk  without 
reply,  relying  upon  an  assumed  majority  to  prevent 
any  undesired  amendments.  The  increasing  lack 
of  interest  was  shown  by  the  absence  at  roll  call 
of  at  least  one  third  of  the  voting  strength  of  the 
Senate. 

The  general  debate  in  the  House  began  on  April  13. 
The  chairman  of  the  committee,  in  introducing  the 
favorable  report,  announced  that  he  had  withdrawn 
his  opposition  to  the  creation  of  the  Commerce  Court, 
in  deference  to  the  interest  taken  in  its  establishment 
by  the  President ;  but  it  soon  became  evident  that  the 
management  of  the  debate  had  been  taken  out  of  his 
hands  by  a  coalition  of  the  " insurgents"  and  Demo- 
crats. This  coalition  secured  the  adoption  of  an 
amendment  limiting  the  powers  of  the  proposed  court 
and  a  remarkable  restriction  of  executive  authority 
in  taking  from  the  President,  and  conferring  upon  the 
Supreme  Court,  the  power  to  designate  the  justices 
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who  were  to  sit  in  that  court.  A  motion  to  strike  out 
the  sections  creating  the  court  was  only  lost  by  a  tie, 
made  by  the  vote  of  the  chairman  of  the  Committee 
of  the  Whole. 

Other  amendments  were  adopted,  not  only  foreign 
to  the  original  measure,  but  which  were  really  antago- 
nistic to  the  principles  on  which  it  had  been  based. 
Such,  for  example,  were  the  requirements  for  an  imme- 
diate physical  valuation  of  all  railroad  property  by  the 
Interstate  Commerce  Commission,  the  placing  under 
the  authority  of  that  commission,  as  common  carriers, 
of  telegraph,  telephone,  cable,  and  wireless  companies, 
all  terminal  facilities  and  delivery  agencies,  all  in- 
terstate pipe  lines,  bridges,  and  ferries,  and  also  the 
water  lines  between  the  Hawaiian  Islands  and  the 
United  States. 

In  the  Senate  also  a  similar  coalition  began  to  gain 
adherents  from  the  "  regulars,"  apparently  because 
of  external  pressure  from  local  influences,  insomuch 
that  the  administration  leaders  determined  to  strike 
from  their  bill  the  sections  providing  for  the  supervi- 
sion of  stock  and  bond  issues,  for  approving  traffic  agree- 
ments, and  for  legalizing  railroad  mergers.  No  feature 
of  an  original  character  thereafter  remained  in  the 
administration  bill,  except  that  creating  a  Commerce 
Court.  The  victorious  coalition  next  turned  its  at- 
tention to  the  insertion  of  a  "long  and  short  haul 
clause"  which  should  peremptorily  prohibit  a  higher 


RECENT   RAILWAY   REGULATION  139 

rate  for  a  shorter  haul  within  the  longer  distance,  ex- 
cept with  the  approval  of  the  Interstate  Commerce 
Commission ;  and  triumphantly  forced  the  amend- 
ment through  the  Senate  by  a  vote  of  57  to  10. 

The  defection  from  the  " regulars"  enabled  the  coa- 
lition to  take  the  bill  as  completely  out  of  the  hands  of 
its  nominal  managers  as  had  been  the  case  in  the  House. 
They  had  only  been  able  to  retain  an  ostensible  leader- 
ship by  themselves  voting,  at  the  last  moment,  for  an 
amendment  which  they  were  powerless  to  defeat  and 
thereby  to  preserve  for  the  bill  the  semblance  of  an 
administrative  measure.  The  coalition  attempted  to 
deprive  the  Attorney- General  of  the  control  of  cases 
before  the  Commerce  Court,  and  was  only  prevented 
from  doing  so  by  a  compromise  amendment  that  per- 
mitted the  Interstate  Commerce  Commission  and  com- 
plaining shippers  also  to  be  represented  by  counsel. 
The  contest  was  renewed  over  an  amendment  that  no 
increased  rate  should  go  into  effect  without  the  pre- 
vious approval  of  the  Commission,  which  was  averted 
by  another  compromise  that  secured  a  majority  vote. 
The  opposition,  however,  succeeded  in  securing  the 
adoption  of  a  provision  that  telegraph  and  telephone 
lines  should  be  brought  under  the  Commission. 
Efforts  failed  to  prohibit  the  merger  or  lease  of  com- 
peting lines  and  to  secure  the  physical  valuation  of 
railroad  property.  On  June  3,  the  bill  passed  the 
Senate  by  a  vote  of  50  to  12,  the  majority  being  com- 
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posed  of  the  solid  Republican  vote  together  with  six 
Democrats. 

Each  house  had  passed  its  own  bill,  in  many  re- 
spects antagonistic  to  each  other.  In  the  House  of 
Representatives,  the  Senate  bill  was  rejected  by  ac- 
clamation, and  both  bills  went  to  conference.  The 
President  stood  out  for  a  recognition  of  his  party's 
platform  promise  of  a  supervision  of  stock  and  bond 
issues,  but  in  this  his  own  representatives  in  the  con- 
ference were  not  in  harmony  with  him.  They  asserted 
that  they  had  only  succeeded  in  preserving  the  bill  as 
an  administrative  measure  with  the  aid  of  Democratic 
votes,  which  had  been  secured  by  a  pledge  that  the 
sections  relating  to  stock  and  bond  issues  should  be 
stricken  from  it ;  and  they  obtained  his  reluctant  con- 
sent to  a  provision  for  the  appointment  of  a  commis- 
sion to  report  at  the  next  session  of  Congress  as  to 
the  means  by  which  stock  watering  might  be  pre- 
vented. In  the  conference,  the  "long  and  short  haul" 
clause  of  the  House  bill  was  retained,  but  the  sweeping 
section  extending  the  authority  of  the  Interstate  Com- 
merce Commission  over  all  sorts  of  transportation 
service  was  limited  to  telegraph,  'cable,  and  telephone 
companies.  The  Democratic  conferees  objected  to 
the  Commerce  Court  and  to  the  Stock  and  Bond  Com- 
mission, and  refused  to  sign  the  report.  It,  however, 
passed  the  House  unanimously  and  the  Senate  by  a 
vote  of  50  to  u,  six  Democrats  again  voting  with  the 
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majority;  and  on  June  18,  the  Commerce  Court  Act, 
as  it  was  now  officially  termed,  became  a  law  by  the 
approval  of  the  President. 

Federal  railroad  regulation  has  been  modified  by  the 
passage  of  the  Commerce  Court  Act  mainly  in  the  fol- 
lowing particulars.  First,  so  far  as  it  is  affected  by 
the  establishment  of  a  court  with  special  jurisdiction 
in  appeals  from  the  orders  of  the  Interstate  Commerce 
Commission;  next,  by  the  change  in  the  "long  and 
short  haul"  clause  and  by  the  extension  of  the  power 
of  the  Commission  to  establish  through  routes  and  to 
suspend  changes  in  classification  and  advances  in  rates 
pending  an  investigation  of  the  resulting  effects  upon 
interstate  commerce.  There  are  other  amendments,  as 
to  a  shipper's  privilege  of  routing  freight,  as  to  the 
interchange  of  freight  cars,  as  to  false  billing,  and  as 
to  furnishing  on  application  specific  rates  in  writing. 
The  Stock  and  Bond  Commission  is  required  "to  in- 
vestigate questions  pertaining  to  the  issue  of  stocks 
and  bonds  by  railroad  corporations  subject  to  the  pro- 
visions of  the  Act  to  Regulate  Commerce."  The 
authority  of  the  Interstate  Commerce  Commission  has 
been  extended  over  telegraph,  cable,  and  telephone 
companies. 

In  estimating  the  effect  of  this  legislation  upon  rail- 
road managements,  the  establishment  of  the  Com- 
merce Court  may  be  disregarded.  The  burden  of 
proof  as  to  rates  made  under  the  "long  and  short  haul " 
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clause  and  as  to  the  justification  of  an  advance  in  rates 
has  been  shifted  from  the  shipper  to  the  railroad  com- 
pany, whose  classification  of  commodities  has  now  been 
placed  more  effectually  under  the  control  of  the  Com- 
mission, as  has  also  the  establishment  of  through 
routes.  The  tendency  of  this  law,  as  of  previous 
amendments,  has  been  to  increase  the  responsibility 
of  the  Commission  as  to  details  of  railroad  service,  and, 
in  the  corresponding  restriction  in  the  freedom  of 
action  of  railroad  managements,  to  perpetuate  exist- 
ing rates  and  rate  relations  as  well  as  to  hinder  the 
adoption  of  improved  devices  and  methods  of  opera- 
tion. 

If  the  discussion  of  the  administrative  railroad 
measure  is  any  indication  of  the  sensitiveness  of  Con- 
gressional response  to  public  opinion,  then  it  would 
seem  that  the  marrow  had  already  been  extracted 
from  railroad  regulation  as  a  political  issue  and  that  it 
has  become  merely  a  bone  of  contention  in  a  factional 
strife ;  that  it  is  being  overshadowed  by  other  issues 
more  intimately  associated  with  the  personal  welfare 
of  voters.  Interest  was,  however,  excited  on  the  sub- 
ject, before  the  close  of  the  debate,  by  an  apparently 
concerted  attempt  of  the  railroad  managements  to 
secure  a  general  advance  in  freight  rates  before  the  bill 
became  a  law.  This  aroused  the  merchants  whose 
interests  were  thereby  affected.  Individually  and  in 
delegations,  they  appealed  to  the  President,  who 
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blocked  the  railroad  programme  by  a  clever  political 
maneuver. 

On  May  31,  while  the  administration  bill  was  yet 
under  debate  in  the  Senate,  the  Attorney- General 
obtained,  from  a  United  States  District  Court  in  Mis- 
souri, an  injunction  against  twenty-four  railroad  com- 
panies and  the  Western  Trunk  Line  Committee, 
temporarily  restraining  them  from  enforcing  a  gen- 
eral advance  in  freight  rates,  which  was  intended  to 
take  effect  upon  the  following  day ;  upon  the  allegation 
that  the  proposed  advance  had  been  agreed  upon  in 
violation  of  the  Anti-trust  Law.  The  intervention  of 
the  judiciary,  which  had  been  so  frequently  invoked 
for  their  own  protection,  was  now  effectually  employed 
against  the  railroad  corporations ;  not,  however,  in  a 
serious  effort  to  have  them  condemned  as  conspirators, 
but  to  secure  the  postponement  of  a  rate  advance  until 
it  could  be  suspended  under  the  anticipated  provisions 
of  the  law  then  under  discussion.  The  railroad  man- 
agements acknowledged  their  discomfiture  and  came 
to  terms  with  the  President.  The  speedy  unanimity 
which  characterized  their  action  was  prima  facie  evi- 
dence of  the  thoroughness  of  the  combination  that  had 
engineered  the  advance.  On  June  6,  the  President 
agreed  to  withdraw  the  injunction  and  to  dismiss  the 
suit  for  the  dissolution  of  the  Western  Trunk  Line 
Committee,  which  was  done  on  the  27th  of  that  month. 

The  rate-making  power  was  now  virtually  lodged,  by 
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the  passage  of  the  Commerce  Court  Act,  with  the 
Interstate  Commerce  Commission,  since  that  com- 
mission had  to  approve  of  any  change  in  rates  before 
it  could  become  effective.  They  had  ten  months  in 
which  to  investigate  the  matter  at  their  leisure,  and  in 
the  meantime  rate-making  was  to  be  at  a  standstill. 
For  by  the  agreement  between  the  President  and  the 
railroad  managements,  not  only  the  advance  in  the 
rates  complained  of  was  to  be  suspended,  but  also 
others  that  had  been  filed  with  the  Commission  be- 
fore the  passage  of  the  new  law  and  which  would 
therefore  become  lawfully  effective  within  a  brief 
period.  This  agreement  affected  passenger  rates  also, 
including  certain  advances  in  commutation  rates  on 
the  roads  out  of  New  York  city  which  had  been  a  prom- 
inent subject  of  complaint.  On  July  14,  the  Commis- 
sion formally  announced  a  suspension  for  one  hundred 
and  twenty  days  of  all  changes  in  freight  rates.  Fif- 
teen thousand  freight  tariffs  were  said  to  have  been 
thereby  suspended,  but  the  commutation  rates  were 
not  included. 

By  order  of  the  Commission,  a  hearing  in  the  matter 
of  the  general  advance  in  freight  rates  was  to  be  held 
before  an  examiner  in  Chicago,  beginning  on  August 
29.  Much  interest  was  evinced  in  the  novel  proceed- 
ings. Plaintiffs  and  defendants  were  to  exchange 
places.  The  shearers  were  about  to  be  shorn,  and  the 
middlemen  prepared  to  take  a  prominent  part  in  the 
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operation.  The  order  had  been  directed  against  two 
hundred  and  two  transportation  lines  in  the  territory 
north  of  the  Ohio  and  Potomac  rivers  and  east  of  the 
Mississippi,  and  attorneys  for  railroad  corporations 
and  for  commercial  organizations  from  all  that  region 
gathered  at  the  hearing. 

After  the  formal  opening  of  proceedings,  it  became 
apparent  that  the  hearing  was  to  become  an  inquisition 
into  the  details  of  railway  management,  conducted  by 
counsel  for  the  commercial  organizations.  What- 
ever combination  there  may  have  been  among  the  rail- 
road managements  to  secure  an  advance  in  rates,  no 
concentrated  action  was  manifested  in  their  prepara- 
tions in  defense  of  it.  The  hearing  was  interesting  in 
two  respects.  The  managements  were  called  on,  for 
the  first  time,  to  enunciate  a  rational  basis  for  rate- 
making  which  should  accord  with  certain  general  prop- 
ositions that  were  propounded  by  counsel  for  the  ship- 
pers; and,  for  the  occasion,  the  railroad  companies 
produced  as  witnesses  certain  officials  in  their  operating 
and  accounting  departments  whose  opinions  and  ex- 
perience are  rarely  available  as  public  information. 

The  witnesses  for  the  corporations  based  the  justi- 
fication for  the  advance  in  rates  upon  the  necessity 
for  increased  gross  earnings  to  meet  the  demands 
for  better  and  additional  service  which  called  for 
large  investments  in  permanent  improvements  and 
in  additional  equipment,  the  continuing  demands  for 
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higher  wages  by  employees,  and  the  increased  cost 
of  living,  and  also  the  generally  increased  cost  of 
railroad  supplies  and  materials.  Counsel  for  the 
prosecuting  commercial  organizations  traversed  these 
pleas  at  every  point.  They  asserted  that  the  increase 
in  gross  earnings  which  would  result  from  the  advance 
in  rates  would  far  exceed  the  increase  in  expenditures 
due  to  the  concessions  which  had  been  made  in  em- 
ployees' wages;  and  they  cited  recent  examples  of 
considerable  increase  in  the  gross  and  net  earnings 
of  several  prominent  railroad  corporations  in  support 
of  their  allegation  that  the  advance  was  not  a  matter  of 
necessity.  They  also  challenged  the  claim  of  the 
railroad  companies  to  pay  for  betterments  by  ad- 
vancing rates. 

The  railroad  companies  further  asserted  that  while 
the  total  increase  in  their  gross  earnings  from  the 
proposed  advance  was  of  material  moment  to  them,  its 
effect  upon  the  consumers  in  increasing  the  cost  of 
living  would  be  imperceptible;  since  in  detail  the 
relative  proportion  of  the  increased  rates  to  current 
prices  of  the  commodities  thereby  affected  would  be 
trifling,  and  they  gave  examples  to  justify  this  as- 
sertion. This  argument  pressed  home  on  the  middle- 
men, for  if  the  advance  in  rates  was  so  trifling  in 
detail  as  not  to  justify  them  in  passing  it  on  to  the 
consumer,  then  it  would  come  out  of  their  profits ;  and 
perhaps  their  consciousness  of  the  truth  of  this  asser- 
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tion  accounted  for  the  fact  that  they  had  initiated 
the  hearing  and  that  the  consumers'  lack  of  interest 
in  it  was  made  conspicuous  by  their  absence. 

Stress  was  laid  by  critical  counsel  for  shippers  upon 
the  admission  that  the  advance  in  rates  had  been 
determined  upon  before  the  recent  demands  for  higher 
wages  had  become  imminent,  and  therefore  before  the 
amount  of  the  concession  to  this  demand  could  have 
been  ascertained.  Although  the  increase  in  wages 
had  been  granted  alike  to  employees  in  the  passenger 
and  freight  service,  the  railroad  companies  were  to 
be  recouped  for  the  general  increase  at  the  expense 
of  the  freight  shippers  alone ;  and  not  even  of  freight 
shippers  as  a  whole.  The  shippers  of  articles  that 
fell  under  the  "  commodities  "  tariffs,  principally  crude 
mineral  products,  had  escaped  any  advance.  These 
commodities,  which  were  stigmatized  as  "trust  prod- 
ucts," amounted  on  one  line  to  12,000,000  tons  out 
of  13,000,000  total  tonnage.  The  remaining  1,000,000 
tons  of  class  products  was  made  to  bear  four  fifths  of 
the  advance,  while  the  other  fifth  fell  upon  but  500,000 
tons  of  the  commodity  tonnage.  The  shippers  of 
classified  articles  were,  in  this  instance,  called  on  to 
bear  an  unjust  burden.  In  fact,  among  the  classified 
articles,  the  incidence  of  the  advance  was  propor- 
tionately greater  upon  the  higher  classes  of  freight. 

It  was  admitted  that  the  employees  who  handled 
that  seventy-four  per  cent  of  the  tonnage  which  had 
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escaped  the  advance  had  received  the  same  increase 
in  wages  as  those  who  had  handled  the  remaining 
twenty-six  per  cent  on  which  the  increase  in  rates  had 
been  placed.  As  the  coal,  coke,  and  iron  tonnage  had 
been  thus  exempted,  it  was  evidently  impracticable 
for  the  roads  on  which  those  commodities  furnished 
the  principal  traffic  to  secure  from  the  advance  in 
rates  an  equally  proportionate  increase  in  revenue 
to  meet  the  wage  increase. 

Furthermore,  as  the  advance  was  only  on  through 
tariff  rates,  the  same  disproportionate  burden  fell  upon 
companies  whose  local  tariffs  were  not  based  on  the 
through  tariffs.  This  accounted  for  anomalous  dif- 
ferences between  individual  estimates  as  to  the  benefit 
to  revenue  from  the  increase  in  rates.  On  behalf  of 
the  lines  east  of  Saint  Louis  and  Chicago  to  the  Atlantic 
and  north  of  the  Ohio  River,  the  proposed  advance 
was  estimated  to  produce  increased  revenue  of  but 
$27,000,000,  or  less  than  four  per  cent,  against  $34,- 
700,000  increase  in  wages.  Yet  in  this  same  territory, 
a  company  with  freight  revenue  in  1907  of  $18,000,000 
estimated  its  increased  earnings  from  the  rate  advance 
at  only  $50,000  per  annum. 

To  these  strictures  upon  their  method  of  advancing 
rates,  the  representatives  of  the  railroad  companies 
made  a  general  response,  in  which  they  ignored  the  crit- 
icisms upon  their  adjustment  of  the  rate  advance 
to  the  wage  increase.  " Commodity"  rates  had  been 
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excluded  from  that  advance  because  those  rates  had 
been  generally  increased  a  few  years  previously,  while 
there  had  been  no  general  advance  in  class  rates  for 
about  ten  years.  One  remarkable  reason  was  given 
for  the  exemption  of  commodity  rates  at  this  time, 
that  formerly  the  rebate  custom  had  been  applied 
principally  to  that  traffic,  and  to  such  an  extent  that 
the  suppression  of  rebates  in  itself  amounted  to  a 
considerable  advance  on  those  rates.  The  dispropor- 
tionate advance  on  high-class  freights  was  justified 
by  the  additional  expense  that  had  been  incurred 
in  furnishing  fast  freight  service  and  the  greater 
number  of  partly  loaded  cars,  as  compared  with  the  car- 
load basis  of  the  lower-class  freight,  and  to  the  ability 
to  obtain  fully  loaded  cars  on  this  basis.  The  in- 
crease in  terminal  cost  was  also  alleged  as  a  factor 
of  increased  cost  of  service  in  classified  traffic.  A 
uniform  advance  of  a  given  number  of  cents  on  all 
rates  in  a  given  class  or  group  of  classes  minimized 
the  tendency  of  the  increase  to  disturb  business. 

As  the  hearing  continued,  the  railroad  representa- 
tives laid  greater  stress  upon  the  impending  necessity 
for  an  advance  in  all  transportation  charges,  in  order 
to  provide  for  the  improvements  in  permanent  way, 
buildings,  and  equipment  which  were  required  to  meet 
the  growing  demands  for  better  freight  and  passenger 
service,  and  to  conform  to  state  and  federal  legis- 
lation as  to  safety  requirements  and  to  the  conditions 
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under  which  railroad  employees  were  to  work.  In 
consequence  the  cost  of  operation  per  unit  of  service 
was  increasing  faster  than  the  rate  of  charge 'for  that 
service.  Indeed,  an  attorney  for  one  great  system 
maintained  that,  for  this  reason,  the  increase  of  busi- 
ness on  that  system  was  threatening  to  extinguish 
the  usual  annual  surplus.  To  this  assertion  the 
presiding  commissioner  replied,  "If  rates  are  to  in- 
crease as  business  increases,  I  should  regard  that  as 
a  serious  menace  to  the  prosperity  of  our  Western 
country.  We  should  work  out  this  problem  on  other 
lines  than  by  a  continuous  increase  in  tariffs." 

The  shippers'  attorneys  endeavored  to  put  the 
railroad  managements  on  record  as  to  what  part  of 
their  rates  should  be  directed  to  improvements,  how 
much  to  wages  and  supplies,  how  much  to  meet  interest 
charges,  and  what  part  for  dividends.  It  was  main- 
tained that  after  the  payment  of  operating  expenses, 
interest  charges,  and  a  fair  dividend,  the  net  earnings 
from  traffic  should  provide  an  amount  equal  to  the 
dividend  as  a  surplus  for  improvements.  A  novel 
reason  assigned  for  building  up  a  large  surplus  was 
that  it  served  to  steady  the  company's  credit  and  to 
make  its  securities  attractive  to  investors.  Excur- 
sions followed  into  the  financial  affairs  of  the  railroad 
companies,  with  reference  to  charges  against  income 
for  betterments  and  for  the  amortization  of  equipment 
trusts  which  might  some  day  be  made  the  basis  for 
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capitalization,  as  also  into  the  acquisition  of  other 
lines  in  which  a  guaranty  of  the  securities  on  the 
acquired  property  might  become  an  element  in  rate- 
making.  A  " mysterious  increase"  in  operating  ex- 
penses was  suspected  to  be  largely  due  to  amounts 
intentionally  expended  upon  improvements  for  the 
purpose  of  minimizing  the  actual  net  earnings  and 
subsequently  compounding  the  profits. 

Objection  was  made  to  the  fictitious  increase  of 
capitalization  by  the  sale  of  new  stock  to  stockholders 
at  par,  which  was  far  below  its  market  value.  It  was 
asserted  that  such  a  sale  was  practically  a  stock  divi- 
dend. Attention  was  called  to  the  investment  of  sur- 
plus from  traffic  earnings  in  the  securities  of  subsidiary 
companies.  Railroad  accountants  maintained  that 
when  a  parent  company  had  paid  out  maintenance 
cost  for  subsidiary  companies,  the  returns  from  those 
companies  should  not  be  included  in  the  dividend  fund. 
On  this  point,  it  was  brought  out  in  evidence  that  one 
of  the  great  systems  west  of  Chicago  had  built  an 
extension  to  the  Pacific  coast  by  an  issue  of  stock  at 
par  to  its  own  stockholders  which  had  a  market 
value  of  1 80,  placing  bonds  in  its  treasury  to  a  like 
amount;  and  that  in  the  first  year  after  the  com- 
pletion of  the  extension,  the  new  line  paid  seven  per 
cent  on  this  amount  and  a  surplus  of  nearly  $3,000,000. 
On  the  contrary,  the  president  of  one  of  the  Eastern 
trunk  lines  expressed  the  opinion  that  the  traffic  in 
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that  territory  had  virtually  attained  a  point  beyond 
which  for  years  to  come  there  would  be  a  slower  rate 
of  growth  in  business;  while  the  results  from  that 
traffic  were  being  increasingly  absorbed  in  reductions 
in  rates,  increase  in  cost  of  labor  and  materials,  and 
by  reinvestments  in  the  property  which  were  not 
capitalized. 

The  attorneys  for  the  shippers  went  yet  farther  and 
attacked  the  efficiency  of  the  railroad  managers 
themselves.  They  declared  that  their  methods  were 
not  suited  to  the  business  which  they  conducted ;  that 
by  the  application  of  more  intelligent  methods  to 
railroad  operation,  the  cost  of  performance  might  be 
so  reduced  as  to  result  in  much  greater  net  returns 
without  any  advance  in  rates ;  in  fact,  that  a  saving  of 
a  million  dollars  a  day  on  the  present  cost  of  operation 
of  our  national  system  was  but  a  reasonable  estimate 
of  the  increased  profit  which  might  be  expected  from 
more  efficient  management. 

The  physical  valuation  of  railroad  property  was 
introduced  as  a  basis  of  reasonable  rates.  Evidence 
was  offered  that  in  the  four  states  of  Minnesota,  South 
Dakota,  Wisconsin,  and  Texas,  railroad  properties 
capitalized  at  about  $1,250,000,000,  or  one  fifteenth  of 
the  total  capitalization  of  the  national  system,  were 
overcapitalized  by  nearly  $400,000,000.  This  step 
was  in  line  with  the  action  of  the  Commission  in  issu- 
ing an  inquisitorial  circular  to  the  railroad  corporations 
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as  to  all  issues  of  securities  made  by  them  since  their 
organization. 

The  replies  to  this  circular  were  to  include  the  terms 
of  all  contracts,  oral  or  written,  made  with  any  agency 
for  the  sale  or  distribution  of  securities,  with  a  state- 
ment of  the  fees  or  commissions  paid  for  such  service ; 
a  record  of  all  interest  paid  on  bond  issues  and  of 
dividends  from  their  organization  and  the  value  of 
all  subscription  and  other  rights  granted  to  security 
holders;  a  statement  of  the  number  of  shares  of  stock 
authorized,  issued,  and  outstanding,  and  the  details 
of  the  purpose  of  the  issue,  whether  for  cash,  for  new 
construction,  for  betterments,  for  purchase  of  other 
property,  for  the  acquisition  of  securities,  or  for  re- 
organization. There  was  also  to  be  furnished  a  de- 
scription of  all  property,  tangible  or  intangible, 
pledged  under  mortgage  contracts  and  the  considera- 
tions of  such  contracts;  a  statement  of  the  expenses 
incurred  in  connection  with  the  issue  of  such  secur- 
ities, including  taxes,  legal  and  trustees'  fees,  and 
the  gross  proceeds  resulting  from  the  said  securities 
to  the  railroad  company,  classified  as  cash,  as  tangible 
property,  as  personal  services,  and  all  other  valuable 
considerations ;  also  a  statement  of  the  accounts  spe- 
cifically charged  and  credited  in  connection  with  each 
issue  and  the  terms  and  amounts  of  all  liens  pre- 
existing on  property  acquired  from  the  proceeds  of 
such  securities. 
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The  substance  is  here  given  of  the  proceedings  in 
connection  with  the  several  hearings  up  to  January 
1 6,  1911.  Thus  far  there  was  presented  no  independ- 
ent expert  testimony.  The  best  opinion  seems  to  have 
been  that  the  proposed  advance  in  rates  would  affect 
about  twenty-five  per  cent  of  the  total  tonnage  of 
the  entire  system  of  the  country,  and  that  the  con- 
sequent increase  in  gross  earnings  would  amount  to 
about  $35,000,000.  The  showing  made  by  the  more 
prosperous  companies  of  dividends  from  the  previous 
year's  earnings  and  of  a  large  surplus  besides,  in  spite 
of  the  increase  in  operating  expenses,  would  seem  to 
strengthen  the  protest  against  the  proposed  advance 
in  rates,  as  also  to  whet  the  appetite  of  the  brother- 
hoods for  further  increases  in  wages.  The  railroad 
representatives  declared  that  the  principal  factors  in 
practical  railroad  management  are  the  amount  of 
rates  charged  and  the  methods  of  financing  and  cap- 
italization; and  they  have  no  other  foundation  for 
rate-making  than  experience  and  good  judgment  or 
common  sense.  The  attorneys  for  the  shippers  have 
declined  to  be  drawn  into  any  defense  of  their  atti- 
tude toward  the  proposed  advance  on  the  ground  that 
the  law  has  placed  the  burden  of  proof  on  the  railroad 
companies.  If  this  view  of  the  new  law  is  to  extend 
to  all  complaints  made  by  shippers,  then  the  railroad 
companies  have  been  placed  by  that  legislation  in  the 
position  of  justifying  their  rates  against  all  comers. 
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The  decision  of  the  Interstate  Commerce  Commis- 
sion in  this  their  first  opportunity  absolutely  to  con- 
trol the  general  system  of  rate-making  will  be  awaited 
with  interest,  not  only  by  those  who  are  directly  af- 
fected by  it,  but  also  by  capitalists  and  investors  at 
home  and  abroad.  The  denial  of  any  advance  in 
rates  will  be  interpreted  as  the  indication  of  a  perma- 
nent fixity  of  the  existing  tariffs ;  a  position  assumed  in 
the  face  of  the  assertions  made  by  the  presidents  of 
the  principal  railroad  corporations  in  the  country 
that  increased  rates  are  necessary  to  procure  the 
.means  to  maintain  their  lines  in  efficiency,  to  pay 
living  wages  to  their  employees,  and  to  provide  a 
reasonable  surplus  for  betterments. 

A  feeling  that  the  concentration  of  all  power  over 
interstate  commerce  in  a  single  commission  at  Wash- 
ington results  in  injurious  delays  to  complainants 
resident  in  distant  states  has  evoked  the  proposition 
that  either  the  whole  country  should  be  districted 
under  single  commissioners  with  power  to  each  to 
regulate  matters  within  his  own  jurisdiction,  subject 
to  appeals  to  the  commissioners  as  a  body  sitting  as 
a  court  of  revision ;  or  that,  within  such  districts,  a 
limited  authority  should  be  assigned  to  deputy  com- 
missioners to  dispose  of  cases  that  were  of  a  formal 
or  trivial  character.  Some  members  of  the  state 
commissions  have  suggested  that  these  commissions 
might  in  many  matters  act  for  the  Interstate  Com- 
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merce  Commission,  as  in  cases  of  local  complaints  of 
discrimination  in  interstate  shipments,  or  in  the  ex- 
amination of  railroad  accounts ;  and  a  resolution 
was  offered  in  the  Oklahoma  legislature  that  Con- 
gress should  be  requested  to  authorize  the  com- 
missioners of  two  or  more  states  to^  fix  through  rates 
which  only  affected  their  particular  territory. 

There  are  indications  of  possible  conflict  between 
the  state  and  federal  governments  in  the  regulation 
of  railroad  corporations,  due  to  the  continuing  ex- 
tension by  Congress  of  its  authority  over  inter- 
state commerce,  which  has  correspondingly  restricted 
the  field  of  action  of  the  state  commissions.  These 
have  increased  in  number  until,  at  the  present  time, 
most  of  the  states  have  established  some  bureau- 
cratic control  over  railroad  operations.1  The  excep- 
tions are  Delaware,  Idaho,  Utah,  West  Virginia, 
Wyoming,  and  the  recently  constituted  states  of 
Arizona  and  New  Mexico.  The  duties  of  these  ad- 
ministrative bureaus  are  usually  multifarious,  in 
some  cases  embarrassing  the  efficiency  of  railroad 
service  by  attempting  to  regulate  it  in  technical  details. 
There  is  also  a  growing  tendency  to  extend  the  au- 
thority of  the  state  governments  to  the  regulation  of 
private  corporations  engaged  in  any  public  service. 

This  was  first  prominently  exemplified  in  the  re- 
vision of  the  constitution  of  the  state  of  Virginia  in 

1  See  Appendix  No.  I,  Railroad  Commissions  in  the  United  States. 
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1902.  The  opportunity  was  there  afforded  to  so 
amend  that  instrument  of  government  as  to  include 
in  its  provisions  an  article  by  which  the  means  for 
regulating  all  such  corporations  was  made  a  part  of 
the  organic  law  of  the  state.  This  was  accomplished 
by  the  substitution  for  the  existing  railroad  commis- 
sioner of  a  department  of  government  specially  charged 
with  the  supervision  of  all  public  service  corporations, 
entitled  a  Corporation  Commission.  Issues  as  to 
the  merging  of  legislative  and  judicial  powers  in  this 
commission  were  precluded  by  a  provision,  "  Except 
as  hereinafter  provided,  the  legislative,  executive,  and 
judiciary  powers  shall  be  separate  and  distinct." 
Litigation  in  the  federal  courts  was  forfended  by  a 
declaration  that  the  provisions  of  the  article  creat- 
ing the  commission  should  be  so  restricted  in  their 
application  as  not  to  conflict  with  the  federal  Con- 
stitution, "as  if  the  necessary  limitations  upon  their 
interpretation  had  been  herein  expressed  in  each 


case.'3 


In  June,  1907,  the  state  of  New  York  by  appropri- 
ate legislation  substituted  two  administrative  bureaus 
styled  Public  Service  Commissions  for  the  Board  of 
Railroad  Commissioners,  the  State  Commission  of  Gas 
and  Electricity,  the  State  Inspectors  of  Gas  Meters, 
and  the  Board  of  Rapid  Transit  Commissioners  of 
New  York  City.  These  commissions  were  empowered 
to  regulate  all  public  service  corporations  engaged  in 
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the  operation  of  railroads  and  street  railways  or  in  the 
manufacture,  sale,  or  distribution  of  gas  and  electricity 
for  light,  heat,  and  power.  Their  authority  over  rail- 
road rates  and  practices  exceeded  that  which  was  then 
possessed  by  the  Interstate  Commerce  Commission. 
"  Without  first  having  obtained  the  permission  and 
approval  of  the  proper  Public  Service  Commission  no 
railroad  corporation  may  begin  the  construction  of  a 
railroad  or  street  railroad.  The  Commission  within 
whose  district  such  construction  is  to  be  made  is  author- 
ized to  grant  its  approval  when,  in  its  judgment,  the 
exercise  of  the  franchise  or  privilege  is  necessary  or  con- 
venient for  the  public  service."  No  railroad  franchise 
may  be  assigned  in  any  way  nor  may  any  railroad  com- 
pany acquire  the  capital  stock  of  another  company 
without  the  approval  of  the  Commission ;  nor  may  any 
common  carrier  or  street  railroad  company  issue 
stocks,  bonds,  or  any  evidence  of  indebtedness  for 
the  acquisition  of  property  without  such  approval. 
One  of  the  Commissions  was  given  authority  within 
the  municipality  of  New  York  over  all  common  carriers 
opera  ting  exclusively  within  its  district,  including  street 
railroad  and  stage  coach  companies.  The  district  of  the 
other  Commission  includes  the  remainder  of  the  state, 
and  by  amendments  in  1910,  the  authority  of  this 
Commission  was  extended  over  telephone  and  tele- 
graph companies  throughout  the  state. 

Under  provisions  of  the  constitution  of  the  state  of 
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Oklahoma,  adopted  September  17, 1907,  the  control  of 
all  public  service  corporations  is  vested  in  a  corpora- 
tion commission ;  in  1909,  similar  action  was  taken  in 
Vermont,  and  in  1910,  in  Maryland  and  New  Jersey. 

The  state  commissions  have  been  unofficially  or- 
ganized for  over  twenty  years  in  a  national  association, 
under  the  auspices  of  the  Interstate  Commerce  Com- 
mission. The  deliberations  of  this  association  pro- 
mote a  coordination  of  the  action  of  the  several  com- 
missions which  has  been  educational  to  the  officials 
themselves  and  beneficial  to  the  public  service  over 
which  their  authority  is  exercised.  Perhaps  it  is  to 
the  opportunity  thus  afforded  for  an  exchange  of  opin- 
ions that  should  be  attributed  the  remarkable  una- 
nimity which  was  exhibited  in  the  spring  of  1907  in 
the  establishment  by  legislation  of  a  two-cent  per  mile 
passage  rate  in  twenty-two  states. 

The  extended  description  in  this  and  in  previous 
chapters  of  the  concurrent  development  of  our  national 
railroad  system  and  of  its  regulation  by  state  authority 
furnishes  information  from  actual  experience  for  de- 
ducing the  principles  that  underlie  the  efficiency  of 
railroad  transportation  as  a  public  service,  the  ob- 
jectionable features  of  that  service  as  rendered 
by  private  corporations,  and  the  regulation  best 
adapted  to  the  restriction  or  to  the  prevention  of 
the  evils  which  have  accompanied  the  growth  of  cor- 
porate power  as  a  factor  in  the  national  prosperity. 
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The  railroad  situation,  as  it  is  to-day,  is  involved  in 
a  complexity  of  conditions,  economic,  technical,  and 
social.  The  issues  which  constitute  what  is  called 
the  railroad  problem  relate  to  safety,  convenience, 
and  dispatch  in  transportation,  under  equitable  con- 
ditions of  compensation  as  to  the  character  of  the 
specific  service  rendered  to  each  individual,  and  with 
proper  recognition  of  the  sovereign  rights  of  the  people. 
For  the  better  understanding  of  this  problem,  it  may 
be  well  to  dissect  it  into  classes  of  problems ;  as,  for 
instance,  into  problems  of  incorporation  and  finance, 
of  construction  and  operation,  of  traffic  and  rates,  and 
of  capital  and  labor. 

On  February  23,  1911,  the  Interstate  Commerce 
Commission  announced  its  decision,  refusing  per- 
mission to  make  the  proposed  advance  in  rates  by  the 
Eastern  and  the  Western  railroad  companies.  The 
opinions  which  accompany  the  decisions  cover  the  whole 
ground  that  was  gone  over  in  the  hearings  and  include 
every  aspect  of  the  issues  which  were  raised  by  the 
arguments  in  support  of  the  proposed  advances.  In 
the  opinion  affecting  the  rate  situation  in  the  territory 
of  the  "  Western  Traffic  Association,"  that  is,  in  the 
Middle  West  beyond  Chicago  and  Saint  Louis  to  the 
Missouri  River,  the  economic  and  political  principles 
underlying  the  reasonableness  of  rates  are  discussed 
at  length. 
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To  the  effect  of  rate-making  by  agreement  between 
the  railroad  companies  is  attributed  the  arrest  in  the 
reduction  of  rates  by  ruinous  competition  and  the 
subsequent  increase  in  net  revenues,  the  merger  of  the 
weaker  with  the  stronger  corporations,  and  the  con- 
struction of  additional  mileage  by  these  great  systems. 
As  the  stability  of  rates  was  thus  secured,  there  en- 
sued a  disposition  to  increase  them.  It  was  to  reg- 
ulate this  tendency  that  Congress  lodged  with  the 
commission  "the  power  to  restrain  for  a  time  an  in- 
creased rate  until  a  determination  can  be  had  as  to 
whether  this  rate  conforms  to  the  requirement  of  the 
statute  or  is  but  the  evidence  of  the  exercise  of  an 
arbitrary  power.  .  .  .  Every  rate  question  therefore  is 
a  public  question.  .  .  .  The  assumption  of  the  law 
is  that  the  railroad  which  increases  its  rates  takes  such 
action  knowing  that  the  law  casts  upon  it  —  if  chal- 
lenge is  made,  either  by  this  Commission  or  otherwise 
—  the  burden  of  justifying  its  action,"  that  is,  that 
it  must  satisfy  the  minds  of  the  members  of  the 
Commission  that  the  increased  rates  are  just  and 
reasonable. 

The  justification  advanced  in  this  instance  is  that 
the  railroad  companies  need  greater  revenues,  and 
yet  "at  no  time  in  the  history  of  American  railroads 
have  they  yielded  such  profits  or  was  their  prospect 
more  fair  than  in  the  fiscal  year  that  closed  June  30, 

1910.     The  primary  impression  of  the  Commission  was, 
M 
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that  these  increased  rates  .  .  .  were  merely  the  out- 
growth of  the  increased  cost  of  supplies,  fuel,  and  labor ; 
but  no  sooner  was  the  investigation  underway  than 
these  matters  were  entirely  subordinated.  It  became 
manifest  that  the  purpose  of  the  carriers  was  not  so 
much  to  secure  approval  of  these  specific  rates  as  to 
discover  the  minds  of  the  Commission  with  respect 
to  the  policy  which  the  carriers  might  in  future 
pursue,  and  to  secure,  if  possible,  some  commitment 
on  our  part  as  to  a  nation-wide  policy  which  would 
give  the  carriers  a  loose  rein." 

"  Whatever  of  doubt  has  arisen  in  the  public  mind 
respecting  the  value  of  our  railroad  securities  has 
come,  we  are  convinced,  from  the  too  reckless  policy 
of  stock  manipulators,  parading  under  the  title  of 
financiers,  than  from  any  course  of  governmental 
policy  on  the  part  of  the  American  people.  The  rail- 
roads make  complaint  that  they  no  longer  have  a  free 
hand.  Yet  the  fact  is  that  they  have  fared  better 
under  such  control  as  that  to  which  they  are  at  present 
subjected  than  under  a  preceding  regime  of  laissez 
faire" 

On  July  i,  1901,  the  system  of  195,561  miles  re- 
ported operating  revenues  averaging  in  gross  $8,043 
per  mile,  and  in  net  $2,951  per  mile.  On  July  i,  1910, 
with  a  mileage  of  238,411  miles,  the  operating  rev- 
enues averaged  in  gross  $11,822  per  mile,  and  in  net 
$3,913  per  mile,  "an  increase  of  nearly  thirty-three 
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per  cent  in  net  per  mile  over  the  figures  of  but  ten 
years  ago.  ...  A  gain  of  over  $109,000,000  in  net 
revenue  was  made  by  the  railroads  of  this  country 
in  the  last  year.  .  .  .  With  an  increase  of  38,000 
miles  between  1902  and  1910,  the  net  revenue  received 
from  the  operation  of  our  railroads  increased  over 
$300,000,000." 1 

"  Coming  to  a  consideration  of  the  return  to  the 
holders  of  American  railroad  stocks,  we  find  a  re- 
sult equally  gratifying.  It  is  almost  axiomatic  that 
the  investment  in  an  American  railroad  is  not  repre- 
sented by  its  capitalization.  .  .  .  This  commission 
cannot  adopt  capitalization  as  representing  either  in- 
vestment or  value.  .  .  .  Bearing  this  thought  in  mind, 
let  us  glance  at  the  following  summary,  showing  the 
amount  and  percentage  of  capital  stock  upon  which 
dividends  were  declared  between  the  years  1888  and 
i9io.2  This  table,  it  will  be  observed,  begins  the 
first  year  after  the  act  to  regulate  commerce  took  effect. 
At  that  time  but  thirty-eight  per  cent  of  the  stock  of 
American  railroads  was  paying  dividends.  .  .  . 
Passing  ...  to  the  year  1900,  we  find  forty-five 
per  cent  of  the  stock  paying  dividends  .  .  .  upon 
which  the  average  rate  paid  was  5.23  per  cent."3 

1  See  Appendix  No.  II,  Railroad  Operating  Statistics;    1901  to 
1910. 

2  See  Appendix  No.  III. 

3  Average  dividend  in  1888  was  5.38  per  cent. 
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In  1910,  sixty-seven  per  cent  of  the  outstanding 
stock  paid  an  average  dividend  of  7.47  per  cent.  "  At 
the  very  time  that  carriers  of  the  East  and  the  West 
were  taking  united  action  to  increase  their  rates  .  .  . 
from  the  standpoint  of  net  revenue  and  of  dividends 
upon  stocks  the  railroads  of  the  United  States  as  a 
whole  have  never  before  prospered  —  not  even  in 
the  heyday  of  1907  --as  they  did  in  1910." 

The  opinion,  which  then  takes  up  "the  financial 
fortune  of  the  Western  carriers  specifically  involved  in 
this  proceeding,"  discusses  the  affairs  of  the  Santa  Fe, 
Burlington,  Northwestern,  St.  Paul,  Rock  Island, 
and  Alton  systems.  "  In  1901 ,  these  six  roads  paid  div- 
idends of  $26,000,000.  Ten  years  later  these  roads 
paid  more  than  twice  that  amount  in  dividends.  .  .  . 
These  are  the  figures  as  to  dividends,  but  they  do 
not  represent  the  net  profits.  .  .  .  After  paying  divi- 
dends of  $43, ooo, ooo  in  1909  there  remained  a  stock- 
holders' profit  of  $25,000,000.  The  dividends  next 
year  were  raised  to  $55,000,000,  and  this  left  but  a 
balance  of  $14,000,000."  However,  "maintenance 
charges  in  1910  were  nearly  $115,000,000  as  against 
$18,000,000  less  the  preceding  year.  If  maintenance 
charges  had  in  the  last  year  been  no  greater  than 
they  were  in  1909,  the  balance  would  have  been 
over  $32,000,000.  These  maintenance  totals  are  in- 
teresting as  indicating  the  policy  of  these  roads  to 
keep  equipment,  track,  and  structures  up  to  perfect 
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condition  out  of  operating  revenues  before  the  net 
profits  are  found." 

Taking  up  the  matter  of  financial  credit,  the  opinion 
continues,  "the  railroads  of  the  United  States  in  ten 
years  floated  mortgage  bonds  upon  their  property 
to  the  extent  of  upwards  of  four  and  a  quarter  billions 
of  dollars.  Their  mortgage  indebtedness  increased 
seventy-seven  per  cent,  while  their  mileage  increased 
but  thirty-six  per  cent,  and  on  this  mortgage  debt 
interest  was  paid  in  1899  at  the  rate  of  4.55  per  cent, 
while  in  1909,  it  was  paid  at  the  rate  of  3.90  per  cent." 
"What  reason  is  there  to  fear  that  the  needed  capital 
may  not  be  secured  in  the  future  ?  .  .  .  The  price  of 
bonds,  to  be  sure,  has  fallen,  but  it  would  appear  that 
the  investing  public  regards  the  bonds  of  these  rail- 
roads with  greater  favor  than  the  bonds  of  most  of  the 
largest  and  strongest  municipalities  in  the  country." 

"Notwithstanding  the  unquestioned  liberality  of 
the  policy  of  the  railroads  toward  themselves  in 
charging  maintenance  expenditures  to  operating  ex- 
penses, ...  in  ten  years,  with  an  increasing  rate 
of  dividend  and  a  vastly  increased  fixed  charge  for 
interest,  these  carriers  had  accumulated  a  surplus 
of  $606,536,556,  or  an  increase  of  312  per  cent 
over  1899,  while  the  mileage  had  increased  only 
thirty-six  per  cent.  .  .  .  The  total  surplus  of  these 
railroads,  operating  at  present  an  aggregate  mile- 
age, single  track,  of  40,000  miles,  has  grown  from 
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;, 000,000  at  the  beginning  of  1901  to  $180,000,000 
in  1910.  If  we  take  the  unappropriated  surplus  alone 
and  make  comparison  with  the  same  fund  for  all  the 
roads  in  the  United  States  for  1909,  we  find  that 
these  six  roads,  having  one  sixth  of  the  mileage  of  the 
country,  have  between  one  fifth  and  one  quarter  of 
the  total  unappropriated  surplus.  .  .  .  There  is 
much  persuasiveness  in  the  argument  that  a  surplus 
should  be  permitted  to  accumulate  which  shall  be  in 
a  sense  a  public  fund  out  of  which  the  carrier  may 
create  facilities  which  will  produce  more  efficient  and 
satisfactory  service  without  adding  to  the  liability  of 
the  road  and  without  creating  an  additional  value  in 
the  road  which  may  call  for  a  greater  return  in  the 
rates.  ...  It  looks  toward  an  adjustment  between 
the  public  and  the  carriers  that  would  be  fair  and 
profitable  to  both." 

"  Moreover  some  method  must  be  found  under 
which  a  carrier  by  its  own  efficiency  of  management 
shall  profit.  .  .  .  Rates  cannot  be  increased  with  each 
new  demand  of  labor  or  because  of  wasteful,  corrupt, 
or  indifferent  management.  Nor  should  rates  be 
reduced  with  each  succeeding  improvement  in  method. 
.  .  .  The  standard  of  rates  must  be  so  high  that 
the  needed  carrier  which  serves  its  public  with  honesty 
and  reasonable  effort,  may  live.  And  yet  rates  should 
be  still  so  much  below  the  possible  maximum  as  to 
give  high  and  unexceptionable  reward  to  the  especially 
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capable  management,  the  well-coordinated  force  and 
plant.  This  is  the  ideal,  unrealizable  perhaps,  but 
it  points  the  way." 

As  to  the  claim  of  the  Chicago,  Burlington  and 
Quincy  Railroad  Company  that  it  is  entitled  legally  to 
raise  its  rates  so  as  to  compensate  it  upon  the  basis 
of  present  value  of  the  road,  the  opinion  says:  "This 
contention  opens  up  the  broadest  field  of  inquiry, 
as  to  the  questions  of  law  and  fact  upon  which  the 
Commission  could  enter.  .  .  .  This  corporation  had 
available  for  distribution  as  dividends  ...  in  the 
year  1910  .  .  .  12.61  per  cent  on  its  capital  stock 
outstanding.  ' This/  says  the  Burlington,  'is  an  in- 
sufficient return,  because  it  is  based  upon  a  capital- 
ization which  represents  much  less  than  value,  and 
the  courts  have  decided  that  under  the  Constitution 
property  of  this  character  is  entitled  to  a  reasonable 
return  upon  the  present  fair  value  of  the  property 
employed  in  the  service  of  the  public.'  If  the  position 
of  the  Burlington  is  sound  and  is  a  precise  expression 
of  what  our  courts  would  hold  to  be  the  law,  then,  as 
we  are  told,  there  is  certainly  the  danger  that  we  may 
never  expect  railroad  rates  to  be  lower  than  they  are 
at  present.  On  the  contrary,  there  is  the  unwelcome 
promise  made  in  this  case  that  they  will  continuously 
advance.  .  .  .  Public  policy  —  the  welfare  of  the 
state  —  forbids  the  adoption  of  any  such  working 
theory." 
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"Any  new  money  put  into  the  property,  whether 
derived  from  the  sale  of  securities  or  from  surplus, 
which  might  have  been  applied  to  dividends,  repre- 
sents new  value  —  an  addition  to  the  property  —  and 
on  this  addition  the  stockholders  interested  are  en- 
titled to  a  reasonable  return  if  that  can  be  had  for  an 
additional  service  given;  but  it  is  not  equitable  that 
because  the  directors  of  a  corporation  see  fit  to  dis- 
tribute to  the  stockholders  less  than  the  amount 
which  the  company  earns  and  may  be  appropriated  to 
dividends,  the  shippers  who  made  this  large  dividend 
and  surplus  possible  shall  be  increasingly  taxed  in 
geometrical  progression  to  make  return  upon  it.  ... 
Our  position  is  that  a  railroad  may  not  increase  rates 
upon  shippers  for  the  reason  and  as  an  outgrowth  of 
the  fact  that  it  has  accumulated  out  of  rates  a  balance 
of  profit  which  has  been  invested  in  the  property.  .  .  . 
There  is  no  justification  for  the  investment  of  this 
surplus  if  it  is  to  have  the  effect  of  increasing  the  rate 
upon  the  shippers  over  the  original  line." 

In  discussing  the  theory  that  a  reasonable  rate  is 
one  that  the  traffic  will  bear  and  still  move  freely,  the 
opinion  continues:  "To  make  rates  for  transportation 
based  solely  upon  the  ability  of  the  shipper  to  pay 
those  rates  is  to  make  the  charge  for  transportation 
depend  upon  the  cost  of  production  rather  than  upon 
the  cost  of  carriage.  .  .  .  This  necessarily  gives  to  the 
carrier  the  right  to  measure  the  amount  of  profit 
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which  the  shipper  may  make  and  fix  its  rate  upon  the 
traffic  manager's  judgment  as  to  what  profit  he  should 
be  permitted.  .  .  .  This  is  not  regulation  of  railroads 
by  the  nation,  but  regulation  of  the  industries  and 
commerce  of  the  country  by  its  railroads." 

As  to  the  increased  cost  of  service,  the  opinion 
says,  "To  our  surprise,  it  may  be  said,  it  was  discovered 
through  the  figures  furnished  by  the  carriers  and  their 
admissions  that,  with  the  exception  of  fuel  and  ties, 
railway  supplies  and  materials  are  to-day  costing  less 
on  the  average  than  in  any  of  the  past  ten  years." 
The  case  is  summed  up  as  follows:  "The  strength 
of  the  carriers'  case  is  in  these  two  contentions :  — 

"  (i)  That  the  roads  are  not  earning  a  fair  return 
upon  the  value  of  the  property; 

"  (2)  That  the  cost  of  operating  has  increased  be- 
cause of  increased  wages. 

"It  is  true  that  cost  of  operation  has  increased  by 
the  amount  allowed  to  labor  and  addition  to  wages. 
But  it  is  also  true  that  operating  revenues  have  in- 
creased so  as  to  more  than  absorb  increased  operating 
expenses."  "Congress  has  laid  down  a  few  rules. 
These  rules  we  are  attempting  to  apply.  .  .  .  The 
railroads  may  not  look  to  this  tribunal  to  negative 
or  modify  the  expressed  will  of  the  legislature.  They 
have  laid  before  us  the  facts  and  law  which  would 
make  for  a  justification  of  their  course  in  the  increas- 
ing of  rates.  To  our  minds  their  justification  has 
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not  been  convincing."  '  We  shall  ask  the  carriers 
to  withdraw  the  proposed  tariffs  forthwith  through 
their  agents  and  attorneys  in  fact  who  have  filed 
them.  If  such  action  is  not  taken  on  or  before  March 
10,  1911,  the  Commission  will  further  suspend  these 
rates,  make  appropriate  findings,  and  issue  an  order 
directing  the  maintenance  of  the  present  rates  for  a 
period  of  two  years  from  that  date." 

The  decision  of  the  Commission  forbidding  increase 
of  rates  in  the  " Official  Classification"  territory  fol- 
lows substantially  the  line  of  argument  maintained 
in  the  matter  of  rates  in  that  of  the  "Western  Traffic 
Association."  After  a  discussion  of  the  conditions 
which  have  prevailed  for  the  past  ten  years  on  the 
New  York  Central,  Pennsylvania,  and  Baltimore  and 
Ohio  systems,  as  typical  of  the  general  situation  in 
that  territory,  the  opinion  continues:  "We  have 
examined  the  accounts  of  many  other  lines  operating 
in  this  territory  and  affected  by  these  increases,  but 
fail  to  find  anything  in  the  financial  condition  of  these 
remaining  defendants  which  should  induce  us  to  modify 
whatever  conclusion  is  reached  from  an  examination 
of  the  three  systems  selected.  .  .  .  There  may  be 
particular  lines  with  respect  to  which  a  different  con- 
clusion should  be  reached,  if  they  were  considered  in- 
dividually, but  this  question  has  been  presented  to 
us  as  an  entirety.  .  .  .  The  probability  is  that  in- 
creased rates  will  not  be  necessary  in  the  future.  .  .  . 
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If  actual  results  should  demonstrate  that  our  forecast 
of  the  future  is  wrong,  there  might  be  ground  for  asking 
a  further  consideration  of  this  subject.  But  it  should 
be  further  said  that  before  any  general  advance  can 
be  permitted  it  must  appear  with  reasonable  certainty 
that  carriers  have  exercised  proper  economy  in  the 
purchase  of  their  supplies,  in  the  payment  of  their 
wages,  and  in  the  general  conduct  of  their  business." 

"As  previously  noted,  there  has  been  no  testimony 
tending  to  show  the  cost  of  reproducing  their  prop- 
erties. It  is  plain  that  a  physical  valuation  would 
introduce  into  the  calculation  a  new  element  which 
might  lead  to  a  different  conclusion.  .  .  .  This 
Commission  has  several  times  urged  Congress  to 
authorize  a  reproductive  valuation  of  those  railroads 
subject  to  federal  jurisdiction.  It  is  reported  that 
certain  railroad  companies  are  making  such  valuations 
themselves,  and  the  results  may  at  any  time  be  urged 
upon  this  Commission  and  the  courts  as  a  justification 
for  higher  rates.  The  interest  of  the  public  ought 
not  to  depend  upon  a  valuation  made  entirely  by 
the  owners  of  these  properties  no  matter  how  honestly 
the  work  may  be  prosecuted." 

"The  rates  advanced  are  both  class  and  commodity. 
It  has  been  estimated  that  about  eighty-five  per  cent 
of  the  additional  revenue  would  arise  from  the  advance 
of  class  rates,  and  fifteen  per  cent  from  the  advance 
of  commodity  rates.  Certain  carriers  suggest  that 
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even  though  the  necessity  for  additional  revenue 
be  not  established,  the  advances  proposed  in  the  class 
rates  should  be  allowed,  for  the  reason  that  the  higher 
classes  are  too  low  in  comparison  with  the  lower 
classes,  and  the  long-distance  rates  are  too  low  in 
comparison  with  the  short-distance  rates.  These 
class  rates  have  been  continuously  in  effect  for  the 
last  thirty  years.  During  that  time  the  relation  be- 
tween classes  and  the  relation  between  communities 
have  been  substantially  the  same  as  to-day.  .  .  . 
During  this  long  period  business  had  adjusted  itself 
to  this  scheme  of  rates,  and  we  are  not  disposed,  upon 
the  mere  suggestion  that  some  better  scheme  might 
have  been  originally  devised,  to  subvert  the  conditions 
which  have  become  fixed." 

"The  main  contention  of  the  shippers  in  this  pro- 
ceeding is  directed  against  the  class  rates.  Those 
rates,  as  already  noted,  have  been  in  effect  for  more 
than  a  quarter  of  a  century ;  they  form  the  basis  of  the 
whole  rate  fabric,  and  cannot  be  disturbed  unless  the 
necessity  for  a  general  revision  arises.  Commodity 
rates  stand  somewhat  different.  Every  commodity 
tariff  is  in  the  nature  of  an  exception  to  the  classified 
list.  .  .  .  Carriers  have  frequent  occasion  to  vary  their 
commodity  rates  with  varying  conditions.  While 
earnest  objection  has  been  made  to  the  advance  in 
class  rates,  in  only  three  or  four  instances  has  the  in- 
crease in  commodity  rates  been  especially  attacked." 
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f 
"For  these  reasons  we  dislike  to  tie  up,  by  hard  and 

fast  order,  these  commodity  rates,  and  we  have 
concluded,  as  to  all  the  rates  involved  in  this  proceed- 
ing, to  simply  require  the  defendants  to  cancel,  on  or 
before  March  10,  their  advanced  tariffs  on  file  and 
restore  their  former  rates,  which  are  the  rates  now  in 
effect.  If  this  requirement  is  not  complied  with  the 
proposed  rates  will  be  suspended,  the  necessary  find- 
ings of  facts  made,  and  the  usual  two-years'  order 
issued  as  to  all  the  tariffs  involved." 

Almost  contemporaneously  with  these  decisions,  the 
Commission  authorized  an  increase  in  commodity 
rates  in  the  territory  southwest  of  Saint  Louis.  From 
this  decision,  the  mercantile  organizations  of  Saint 
Louis,  Chicago,  Omaha,  and  Kansas  City  propose  to 
appeal  to  the  Court  of  Commerce.  None  of  these 
proceedings  affect  directly  the  rate  situation  in  the  ter- 
ritory from  the  Missouri  River  to  the  Pacific  coast  nor 
in  that  south  of  the  Ohio  and  the  Potomac  rivers. 


CHAPTER  VII 

PROBLEMS   OF   INCORPORATION 

THE  growth  of  corporate  power  has  not  only  been 
contemporaneous  with  the  development  of  the  railway 
as  a  general  means  of  communication ;  it  has  also  been 
its  efficient  cause  in  that  respect.  As  the  private  tram- 
way from  the  English  collieries  was  the  precursor 
of  the  railway  as  a  thoroughfare,  so  did  the  railway 
corporation  succeed  to  the  turnpike  trust  in  the  ap- 
plication of  private  capital  to  a  public  service.  And 
as  to  English  ingenuity  we  are  indebted  for  the 
adaptation  of  steam  traction  to  this  service,  so  do  we 
owe  to  the  English  common  law  that  idea  of  the  fran- 
chise or  charter  which,  grafted  on  the  Roman  concep- 
tion of  the  association  of  individuals  into  a  corporate 
body,  has  borne  the  rich  fruit  of  the  modern  railway 
corporation.  Yet  so  little  did  Adam  Smith  foresee  the 
advantages  to  be  derived  from  the  use  of  incorporated 
capital  that  he,  the  founder  of  the  science  of  political 
economy,  asserted  that,  except  for  the  purposes  of 
banking  and  insurance  and  for  building  canals  and 
reservoirs,  he  was  "not  able  to  recollect  any  other 
in  which  all  the  circumstances  requisite  for  rendering 
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reasonable  the  establishment  of  a  joint  stock  company 
concurred."  Not  until  1855  was  the  principle  of 
limited  liability  recognized  in  England  by  act  of 
Parliament,  and  then  in  connection  with  railway 
charters. 

By  means  of  incorporated  English  capital,  railway 
communication  was  introduced  into  Continental  Eu- 
rope. But  the  paternal  type  of  government  which 
prevails  in  the  continental  states  restricted  the  free- 
dom of  corporate  action  and  they  preferred,  by  the 
offer  of  valuable  concessions  or  subsidies,  to  invite 
the  investment  of  capital  in  the  construction  and 
management  of  railways  under  state  supervision. 
As  the  potential  capacity  of  their  railway  systems  for 
military  purposes  became  obvious,  that  ever  dominant 
factor  in  the  social  development  of  those  states  in- 
duced a  further  extension  of  government  authority 
over  their  operations,  until  now 'state  ownership  and 
management  is  the  rule  in  the  performance  of  the  pub- 
lic service  of  a  common  carrier  in  Continental  Europe. 

In  the  United  States,  on  the  other  hand,  the  example 
set  in  the  mother  country  was  given  free  scope  for 
experiment.  Partly  because  of  the  deficiency  of  ad- 
ministrative organization  in  the  early  state  govern- 
ments and  partly  because  of  the  disparity  between 
the  population  and  the  undeveloped  natural  resources, 
the  initiative  in  all  enterprises  of  a  public  character 
was  usually  exercised  by  individual  citizens.  Then 
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again,  the  paucity  of  large  fortunes  compelled  the 
promoters  of  any  enterprise  of  considerable  magni- 
tude to  rely  upon  small  contributions  of  capital  to 
provide  the  means  for  financing  their  undertakings ;  as 
with  the  cotton  factory  corporations  which  originated 
manufacturing  industries  in  Massachusetts.  Private 
individuals  in  like  manner  promoted  the  execution 
of  works  for  the  improvement  of  internal  communi- 
cation, as  in  the  construction  of  artificial  waterways ; 
though  incorporation  in  these  cases  was  really  resorted 
to  as  the  means  for  securing  the  support  of  the  taxing 
power  of  the  state  in  the  prosecution  of  such  work  by 
private  individuals.  So  it  was  with  the  original  pro- 
motion of  the  company  .for  the  improvement  of  the 
navigation  of  the  Upper  Potomac  in  1784,  under  the 
immediate  direction  of  Washington,  and  later,  in  1825, 
as  the  Chesapeake  and  Ohio  Canal  Company. 

The  promotion  of  the  Chesapeake  and  Ohio  Canal 
Company  was  cotemporaneous  with  the  first  ap- 
plication on  a  considerable  scale  of  the  undertaking 
by  a  private  corporation  of  the  construction  of  a 
railway  as  a  great  public  work,  in  the  incorporation 
of  the  Baltimore  and  Ohio  Railroad  Company  in 
1827.  In  this  same  year,  the  editor  of  the  Boston 
Courier  looked  upon  the  project  for  a  railroad  from 
Boston  to  Albany  as  one  which  "  every  one  knows  who 
knows  the  simplest  rules  of  arithmetic  would  cost  little 
less  than  the  market  value  of  the  whole  territory  of 
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Massachusetts,  and  which  every  one  knows  would 
be  as  useless  as  a  railroad  from  Boston  to  the  moon." 
It  was  not  until  two  years  later  that  the  first  railroad 
charter  was  granted  in  Massachusetts  to  the  Boston 
and  Lowell  Railroad  Company. 

The  Mohawk  and  Hudson  Railroad  Company 
was  chartered  in  1826,  the  year  after  the  opening 
of  the  Stockton  and  Darlington  Railway,  which  was 
the  first  public  railway  in  England.  For  years  this 
project  for  a  railroad  sixteen  miles  in  length  languished 
for  want  of  capital.  So  little  was  general  interest 
attracted  to  the  subject  of  railroad  construction  that, 
in  1831,  the  governor  of  New  York  in  an  official 
message  casually  referred  to  the  opening  of  the 
Liverpool  and  Manchester  Railway  in  the  previous 
year  and  suggested  that  a  railway  across  the  state 
might  be  found  useful  when  the  canal  was  frozen 
over ! 1  But  in  August  of  the  same  year  public  in- 
terest in  railroad  incorporation  was  quickened  by 
the  opening  of  the  Mohawk  and  Hudson  railroad. 
Sixty  days  after  the  first  trip  was  made  by  a  loco- 
motive from  Albany  to  Schenectady,  the  Albany 
Argus  contained  notices  of  applications  for  railroad 
charters  aggregating  capital  of  $22,000,000;  and, 
up  to  1849,  the  legislature  of  New  York  had  incor- 
porated one  hundred  and  fifty-one  companies  for  the 
construction  of  railroads,  of  which  only  thirty  were 
1  "  When  Railways  were  New,"  C.  F.  Carter,  p.  158. 
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ever  built.  By  January  i,  1835,  there  were  948  miles 
of  railroad  in  operation  in  this  country  and  877  miles 
in  progress,  and  by  1840  there  was  a  railroad  in  oper- 
ation in  every  state  on  the  Atlantic  seaboard  as  also 
in  Ohio,  Michigan,  Illinois,  Kentucky,  Alabama,  and 
Louisiana. 

At  the  very  time  that  public  opinion  in  Boston 
viewed  the  project  of  a  railroad  from  that  city 
to  Albany  as  one  worthy  only  of  a  lunatic,  the  mer- 
chants of  Baltimore  had  conceived  the  far  more 
ambitious  enterprise  of  a  railroad  across  the  Allegheny 
Mountains  to  the  Ohio  River.  Private  subscriptions 
to  its  shares  having  proved  inadequate  to  its  financial 
requirements,  resort  was  had  to  the  city  of  Baltimore 
and  to  the  state  of  Maryland,  whose  credit  was  utilized 
therefor  to  the  extent  of  $5,000,000.  This  example 
was  followed  in  so  many  instances  that  public  aid  of 
one  kind  or  another  became  recognized  as  an  impor- 
tant element  in  the  successful  prosecution  of  railroad 
undertakings. 

Public  opinion  in  Great  Britain  had  always  been 
averse  to  contributions  from  the  general  government 
towards  works  of  public  improvement.  It  was  con- 
sidered that  the  means  for  such  work  should  be  pro- 
vided by  the  interests  thereby  to  be  specially  bene- 
fited. Railroad  construction  had  originated  as  a 
private  undertaking,  as  an  adjunct  to  the  collieries; 
and  as  that  mode  of  transportation,  by  a  process  of 
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gradual  transition,  became  applied  to  a  public  service, 
it  remained  a  purely  private  financial  matter.  The 
association  of  the  sovereign  state  in  a  private  cor- 
poration, either  as  a  creditor  or  as  a  shareholder,  is 
therefore  a  characteristic  feature  of  our  own  economic 
evolution,  due  to  the  environment  in  which  that 
evolution  has  developed. 

As  already  stated,  there  was  a  disparity  between 
the  population  of  this  country  and  its  natural  re- 
sources. In  numbers  and  in  capital,  the  people 
were  unequal  to  the  task  of  exploiting  the  vast  domain 
which  was  public  property.  They  were  the  proprie- 
tors of  potential  wealth  that  they  were  as  unable  to 
enjoy  as  they  were  of  assimilating  the  nitrogen  in  the 
air  which  they  breathed.  The  one  thing  necessary 
to  make  this  wealth  available  was  cheap  means  of 
transportation  and,  in  this  respect,  they  had  to  rely 
upon  navigable  watercourses.  These  they  sought  to 
supplement  by  artificial  waterways  which,  for  lack  of 
capital,  had  to  be  furnished  at  the  public  expense. 

The  most  promising  of  these  projects  was  that 
devised  to  connect  the  Hudson  River  and  the  Great 
Lakes.  The  topography  of  the  region  that  it  was  to 
traverse  favored  cheap  construction;  there  was  a  mil- 
lion of  people  to  be  directly  benefited  by  its  opera- 
tion, and  the  credit  of  the  state  of  New  York  was  ade- 
quate for  its  financial  requirements.  The  Erie  Canal 
was  therefore  the  first  great  work  of  public  improve- 
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ment  in  this  country  to  be  owned  and  operated  by 
a  state.  The  consequent  diversion  of  commerce  to 
New  York  aroused  the  merchants  of  Philadelphia 
to  action.  They  had  much  greater  obstacles  to  over- 
come in  meeting  the  competition  by  the  Erie  Canal, 
and  in  1831,  the  state  of  Pennsylvania  took  the  work 
in  hand.  So  it  was  that,  almost  simultaneously, 
the  three  cities  of  New  York,  Philadelphia,  and  Balti- 
more had  each  invoked  the  aid  of  their  respective 
mother  states  in  their  rivalry  for  the  trade  of  the 
Northwest. 

The  appetite  for  state  aid  to  works  of  public  im- 
provement spread  southward  and  westward.  Con- 
gress had  already  appropriated  nearly  two  millions 
of  dollars  for  the  construction  of  a  national  highway 
from  Maryland  into  Ohio.  The  further  prosecution 
of  this  project  at  the  expense  of  the  general  govern- 
ment had  been  made  a  political  issue  which  was  put 
to  sleep  by  the  election  of  General  Jackson  to  the 
presidency.  The  states  within  whose  borders  there 
were  extensive  tracts  of  the  federal  domain  still 
unsettled  now  turned  to  them  as  the  tempting  basis 
for  raising  the  capital  which  they  had  failed  to  obtain 
from  the  federal  treasury.  As  early  as  1817,  the 
state  of  Mississippi  had  succeeded  in  obtaining  a 
small  reservation  from  the  sale  of  public  lands  in 
its  territory  to  be  applied  to  the  construction  of 
roads  and  canals.  The  states  in  the  Middle  West 
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shared  then  in  this  scheme  and  made  the  fund  thus 
created  the  means  for  borrowing  money  for  canal 
construction. 

The  superiority  of  railroad  transportation  over  that 
by  canal  soon  became  so  obvious  that  the  promoters 
of  railroad  corporations  found  but  little  difficulty  in 
diverting  state  aid  to  their  own  projects.  By  1840, 
the  state  of  New  York  had  granted  its  credit  in  aid 
of  railroad  companies  to  the  amount  of  nearly 
$4,000,000,  and  eventually  the  aid  of  this  character 
from  the  state  and  from  counties  and  municipalities 
reached  the  sum  of  $40,000,000.  From  North  to 
South,  from  East  to  West,  state  aid  became  the  recog- 
nized means  for  capitalizing  every  important  rail- 
road project.  This  mode  of  financing  may  be  said 
to  have  culminated  in  the  "Plunder  Law"  of  Ohio, 
by  which  the  state  was  bound  to  furnish  proportion- 
ately one  third  of  the  capital  of  any  railroad  com- 
pany; so  that  a  case  is  cited  where  seven  men  by 
simply  writing  their  names  as  subscribers  for  $600,000 
to  a  railroad  scheme,  made  away  with  $219,000  of 
state  bonds.1  In  1837,  the  state  of  Illinois  appro- 
priated over  $10,000,000  to  public  improvements;  a 
debt  of  $34.10  for  each  person  in  the  state  when 
Chicago  had  a  population  of  but  1470  people.  In 
1838,  the  state  made  an  additional  appropriation 
of  $9,000,000.  In  1847,  a  piece  of  track  twenty-four 
1  "  When  Railroads  were  New,"  p.  219. 
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miles  in  length  was  all  that  was  left  of  the  property 
of  a  corporation  to  which  the  state  had  loaned  over 
$4,000,000 ;  and  to  satisfy  this  debt  it  was  sold  at 

•/ 

auction  for  $20,000,  paid  in  state  bonds  at  par  which 
had  been  bought  at  nine  cents  in  the  dollar! 

This  reckless  and  prodigal  squandering  of  public 
funds  prevailed  so  generally  that  the  credit  of  several 
states  was  seriously  affected.  Missouri  spent  over 
$30,000,000  with  only  $6,000,000  of  assets  to  show 
for  it;  Michigan  incurred  an  immense  liability  with- 
out adequate  security;  and  the  repudiation  by  Penn- 
sylvania of  its  public  debt  was  heralde'd  abroad  to  the 
injury  of  the  general  credit  of  the  country.  However, 
the  ingenuity  and  the  restless  energy  of  railroad  pro- 
moters suffered  no  abatement.  Having  drained  the 
state  treasuries,  they  resorted  to  Congress  for  direct 
grants  from  the  public  domain  in  aid  of  their  schemes. 
Some  of  our  greatest  railroad  systems  have  had  the 
foundation  for  their  prosperity  laid  in  this  way.  For 
instance,  the  Illinois  Central  Railroad  Company 
obtained  a  land  grant  in  1850  in  aid  of  the  construc- 
tion of  a  line  of  seven  hundred  miles,  the  longest  in 
the  world  at  that  time  under  a  single  corporation. 
The  governments  of  the  states  in  which  there  were 
still  public  lands  then  intervened  in  their  own  behalf, 
and,  through  their  combined  influence  in  Congress, 
by  1856  there  was  very  little  of  the  public  domain 
east  of  the  "  Great  American  Desert,"  as  it  was  then 
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called,  that  had  not  been  granted  to  the  states  in 
aid  of  public  improvements. 

The  promoters  consequently  forsook  Washington 
for  the  state  capitals.  There  they  first  competed 
for  the  public  lands  and  then  combined  in  order  to 
divide  them  among  themselves.  Their  enterprises 
were  interrupted  by  the  outbreak  of  the  Civil  War, 
but  they  were  revived  upon  the  return  of  peace.  In 
the  Southern  States,  with  the  abolition  of  slavery, 
new  sources  of  revenue  were  to  spring  up  and  the 
incomplete*  projects  that  had  already  been  the  recip- 
ients of  public  bounty  were  made  applicants  for 

• 

renewed  assistance  from  the  state  treasuries.  As  an 
incident  to  this  scheming,  the  residue  of  the  original 
land  grants  passed  indirectly  into  the  possession  of 
the  officials  who  were  then  in  control  of  the  govern- 
ments of  the  reconstructed  states. 

The  only  direct  pecuniary  aid  afforded  by  the  fed- 
eral government  to  railroad  corporations  was  made  in 
securing  the  construction  of  a  transcontinental  route. 
The  public  credit  was  thus  loaned  to  the  Central 
Pacific  and  Union  Pacific  Railroad  Companies  to 
the  extent  of  $25,000  per  mile,  conditional  upon 
government  representation  in  their  directorates. 
This  ceased  when  the  loan  was  repaid  some  ten 
years  or  so  after  the  roads  had  been  in  operation. 
As  a  political  measure,  this  loan  was  of  far  greater 
moment  to  the  country  than  the  direct  expenditure 
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of  $340,000,000  in  the  construction  of  the  Panama 
Canal. 

During  the  financial  collapse  that  followed  upon 
1873,  the  equitable  interests  of  the  state  governments 
in  the  corporations  which  they  had  aided  passed  for 
the  most  part  to  mortgage  creditors.  There  remained 
but  little  railroad  property  in  state  ownership. 
Pennsylvania  had  long  before  disposed  of  its  line  of 
public  works  across  the  Alleghenies;  Massachusetts 
sold  its  Hoosac  Tunnel  Route;  and,  as  the  govern- 
ment of  Georgia  was  returned  to  its  own  citizens,  the 
Western  and  Atlantic  Railroad,  then  the  only  com- 
pleted line  in  the  Southern  States  which  connected 
the  Atlantic  seaboard  with  the  Mississippi  valley, 
was  leased  to  a  private  corporation.  Maryland  has 
recently  sold  its  interest  in  the  line  from  Baltimore  to 
Washington  to  the  Baltimore  and  Ohio  Railroad  Com- 
pany, and  the  city  of  Baltimore  has  in  like  manner 
parted  with  its  investment  in  the  Western  Maryland 
Railroad  Company.  The  city  of  Cincinnati,  which 
built  the  Cincinnati  Southern  Railroad,  has  renewed 
the  lease  of  that  road  to  the  Southern  Railway  Com- 
pany for  a  term  of  sixty  years ;  and  the  only  reminder 
of  the  liberal  aid  granted  by  Illinois  to  railroad  cor- 
porations is  the  ex-qfficio  directorship  of  its  governor 
in  the  Illinois  Central  Railroad  Company. 

The  formation  of  railroad  corporations  ostensibly 
to  serve  a  public  purpose,  but  really  to  apply  the 
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public  credit  to  private  ends,  has  ceased  to  be  a  polit- 
ical evil.  With  its  cessation,  railroad  managements 
interested  themselves  in  politics  mainly  to  obtain 
special  privileges  or  to  defeat  legislation  that  covertly 
furthered  schemes  for  blackmail.  Their  measures 
for  aggrandisement  or  for  protection  were  advocated 
by  agents  whose  astuteness  in  argument  was  backed 
up  by  other  influences  so  potent  that  the  railroad 
lobby  became  an  occult  organ  of  government.  This 
objectionable  practice  it  was  sought  to  diminish  by 
the  substitution  of  a  general  incorporation  law  for 
special  legislation,  which  was  first  introduced  in  New 
York  in  1850. 

These  attempts  at  railroad  regulation  were  not 
received  with  favor  by  corporate  interests.  The 
railroad  companies  still  required  additional  powers  for 
the  development  of  traffic,  which  they  wished  to 
obtain  without  bringing  their  existing  franchises 
within  the  purview  of  a  general  law.  And  while  such 
a  law  rendered  it  easier  to  incorporate  a  new  com- 
pany, a  charter  which  any  one  could  obtain  was  of 
little  value  to  those  who  promoted  railroad  projects 
for  their  individual  profit.  For  charters  of  this 
character  were  not  exclusive  franchises  with  special 
privileges,  but  merely  licenses  issued  by  an  adminis- 
trative official.  Nor  did  it  suit  the  shifty  politicians 
to  be  thus  deprived  of  opportunities  for  furthering 
their  personal  ends.  So  it  was  that  special  charters 
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continued  to  be  applied  for  and  granted,  even  in 
states  where  this  was  expressly  prohibited  by  the 
general  law. 

Resort  was  then  had  to  constitutional  amendments 
that  prohibited  the  passage  of  special  laws  in  any 
case  for  which  provision  had  been  made  by  a  general 
law.  But  experience  proved  that  even  a  constitu- 
tional provision  was  not  self-acting.  It  became 
apparent  that  legislation  could  not  cope  with  the 
evils  which  it  was  intended  to  remedy,  without  the 
intervention  of  an  administrative  agency  for  its  appli- 
cation to  specific  cases.  The  control  of  corporate 
powers  and  privileges  was  then  delegated  to  com- 
missions; and  it  was  really  in  the  period  of  railroad 
reorganization  which  followed  the  crisis  of  1873  that 
there  originated  the  problems  respecting  incorpora- 
tion in  connection  with  railroad  regulation  which 
are  still  the  objects  of  state  and  federal  legislation. 

The  authority  of  any  one  of  our  several  sovereign 
states  to  regulate  the  conduct  of  any  person  within 
its  borders  is  not  a  matter  of  right  but  of  power, 
restricted  only  by  constitutional  provisions.  Within 
these  self-imposed  limitations,  the  authority  of  the 
state  may  not  be  challenged  by  natural  persons,  much 
less  may  this  be  done  by  those  artificial  persons  whom, 
of  its  own  volition,  the  state  has  endowed  with  cor- 
porate powers.  And  apart  from  the  authority  which 
the  state  may  exercise  over  such  corporations  in 
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general,  with  respect  to  corporations  that  it  has 
created  to  render  a  public  service,  it  owes  a  duty  to 
its  citizens,  of  whom  it  is  but  the  instrument  of  their 
own  sovereignty.  All  that  these  corporations  may 
claim  as  a  constitutional  restriction  of  such  author- 
ity over  them  is  that  it  shall  be  exercised  justly  and 
reasonably ;  and  this  is  all  that  should  be  demanded 
of  them,  in  the  exercise  of  their  corporate  privileges, 
by  the  people  whom  they  have  undertaken  to  serve. 
Justice  as  between  the  servants  and  the  served, 
reasonableness  in  allowing  scope  for  the  application 
of  capital  and  intelligence  to  that  service,  —  these  are 
the  cardinal  principles  which  commend  themselves 
to  the  dispassionate  mind  in  a  consideration  of  the 
problems  arising  in  connection  with  railway  incor- 
poration. 

But  the  authority  of  the  federal  government  over 
corporations  created  by  the  several  states  is  not  the 
exercise  of  sovereign  power,  restricted  only  by  self- 
imposed  constitutional  provisions.  That  authority 
is  not  of  the  general  character  that  it  may  be  invoked 
to  regulate  the  manner  in  which  each  may  use  his 
own  property,  when  necessary  for  the  public  good. 
It  is  derived  from  specific  powers,  delegated  to  the 
federal  government  by  the  sovereign  states  themselves, 
as  defined  in  the  Federal  Constitution  and  as  inter- 
preted by  the  Supreme  Court.  From  the  power  over 
interstate  commerce,  thus  specifically  delegated  to 
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Congress,  is  derived  the  authority  of  the  federal  gov- 
ernment to  regulate  the  conduct  of  railroad  corpora- 
tions that  have  been  chartered  by  the  states.  Out- 
side of  that  field  of  action,  the  federal  authority  may 
fairly  be  challenged  by  them.  Within  that  field, 
that  authority  should  be  as  much  restricted  by  the 
cardinal  principles  of  justice  and  reasonableness  as  is 
the  authority  of  the  several  states  over  the  same 
corporations. 

The  authority  of  each  state,  however,  is  not  only 
inactive  as  to  the  powers  specifically  delegated  to  the 
federal  government.  It  is  also  limited  in  its  action 
by  another  condition.  Its  power  is  supreme  only 
within  its  own  borders.  Whatever  legal  recognition 
is  given  to  its  acts  outside  of  its  own  territory  is  either 
derived  from  or  limited  by  the  Federal  Constitution, 
or  is  due  to  the  voluntary  action  of  its  sister  states  in 
the  exercise  of  that  spirit  of  comity  which  should  ever 
exist  in  a  federal  union  of  sovereign  states.  When 
therefore  a  corporation,  the  creature  of  one  of  these 
states,  is  authorized  by  its  creator  to  undertake  a 
public  service  beyond  its  borders  in  the  furtherance  of 
interstate  commerce,  its  corporate  powers  and  privi- 
leges, as  affecting  interstate  commerce,  may  well  be 
the  object  of  federal  regulation.  Otherwise,  it  would 
seem  that  the  spirit  of  comity  between  states,  at  first 
intended  to  be  applied  to  natural  persons,  citizens  of 
the  United  States,  is  stretched  a  little  too  far  in  favor 
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of  artificial  persons.  In  fact,  it  is  only  through  comity 
that  a  state  corporation  has  even  the  semblance  of 
existence  beyond  its  legal  domicile. 

If  one  of  our  states  may  regulate  the  affairs  of  a 
corporation  as  its  own  creature,  to  whose  assets  it 
has  made  no  contribution,  still  more  equitable  is  its 
claim  to  regulate  the  affairs  of  another  of  its  creatures 
to  whose  assets  it  has  gratuitously  contributed  a 
franchise  which  alone  enables  those  assets  to  be 
profitably  employed.  And  when  the  profits  of  that 
enterprise  are  to  be  derived  from  a  franchise  to  collect 
tolls,  as  on  a  highway,  the  public  service  thus  rendered 
can  no  longer  be  regulated  by  the  principle  of  com- 
petition in  so  far  as  the  performance  of  that  service 
is  a  monopoly,  either  directly  or  indirectly.  Here,  as 
elsewhere,  the  test  is  to  be  applied  as  to  what  it  is 
that  is  to  be  regulated,  in  whose  interest,  and  how. 
Not  until  the  ills  from  which  we  suffer,  through  the  ille- 
gitimate uses  of  corporate  power,  have  been  sufficiently 
diagnosed,  can  the  suitable  remedies  be  prescribed. 

In  Great  Britain,  the  purposes  for  which  a  franchise 
is  granted  and  the  limits  of  action  under  it  have  been 
so  scrupulously  defined  that,  even  to-day,  the  great 
corporations  in  that  kingdom  must  apply  for  parlia- 
mentary authority  in  each  specific  instance,  for  in- 
crease of  capital,  for  conversion  of  securities,  or  for 
the  smallest  extension  of  their  enterprises.  In  this 
country,  such  franchises  have  been  long  distributed 
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with  a  lavish  hand  and  the  privileges  derived  from 
them  have  been  so  broadly  interpreted  that  it  has  at 
times  been  more  difficult  to  determine  what  might  not 
be  done  under  a  charter  than  what  might  be  legally 
undertaken.  In  this,  as  in  other  respects,  when  the 
ingenuity  of  corporate  management  has  exceeded 
statutory  limitations,  and  particularly  with  railway 
companies,  the  English  courts,  in  their  wisdom  born 
of  experience,  devised  the  restrictive  principle  of 
ultra  vires.  By  this  means,  the  illegitimate  extension 
of  corporate  power  has  been  held  in  check  until  it 
was  made  the  object  of  parliamentary  action. 

With  us,  the  restrictive  jurisdiction  of  the  courts 
has  been  less  efficient  over  railroad  corporations, 
because  of  the  vagueness  of  the  provisions  of  their 
charters  and  because  of  the  desire  of  the  people  to 
profit  by  the  use  of  their  corporate  powers,  even  where 
they  have  been  illegitimately  employed.  To  these 
causes  is  due  the  existence  of  privileges  and  powers  of 
which  we  may  justly  complain,  but  which  have 
become  so  firmly  embedded  in  the  corporate  structure 
of  most  of  our  railroad  companies  that  they  cannot 
now  be  withdrawn  without  disturbing  the  foundation 
upon  which  the  usefulness  of  the  railway  service  is 
based.  But  if  we  must,  for  that  reason,  condone 
the  illegitimacy  of  corporate  action  in  the  past,  we 
should  the  more  carefully  guard  against  its  repetition. 

The  more  objectionable  exercise  of  corporate  power 
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of  a  questionable  character  on  the  part  of  railroad 
companies  has  been  in  connection  with  their  reorgan- 
ization, merger,  or  consolidation.  The  extent  of  this 
remodeling  of  our  railroad  system  cannot  be  definitely 
stated,  since  it  is  a  process  which  has  continuously 
accompanied  the  growth  of  that  system.  An  early 
and  conspicuous  object  lesson  in  this  process  is  the 
consolidation  into  the  New  York  Central  Railroad 
Company  of  the  corporations  that  were  operating 
the  connecting  links  in  the  line  from  Albany  to  Buffalo. 
Into  this  company,  which  was  endowed  with  chartered 
powers  for  a  century,  there  were  merged  ten  inde- 
pendent corporations,  operating  563  miles  of  line, 
with  capital  amounting  to  $23,000,000.  The  unity 
of  management  thus  secured  upon  the  most  important 
route  between  the  Atlantic  seaboard  and  the  Great 
Lakes  was  obviously  of  public  benefit,  and,  as  the 
capital  of  the  new  company  did  not  exceed  that  of 
its  constituent  members,  no  additional  burden  was 
thereby  placed  upon  its  traffic. 

The  next  stage  in  this  process  of  amalgamation  took 
place  ten  years  later ,  by  the  extension  of  a  single  control 
over  two  rival  lines  between  New  York  and  Albany, 
the  Hudson  River  Railroad  Company  and  the  New 
York  and  Harlem  Railroad  Company.  At  this  stage 
there  appeared  the  first  of  the  " railway  magnates." 
Railroad  promoters  there  had  always  been  in  abun- 
dance, but  never  before  had  the  power  been  made 
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evident  of  great  wealth  in  the  hands  of  a  single  person 
in  shaping  the  destinies  of  a  national  thoroughfare 
under  the  pseudonym  of  a  patronymic  title.  By 
skillful  manipulation  of  the  stock  market,  the  founder 
of  the  "Vanderbilt  System"  became  the  possessor 
of  the  majority  of  the  capital  stock  of  these  two  com- 
panies at  much  less  than  their  intrinsic  values ;  and 
by  equally  skillful  manipulation  he  is  alleged  to  have 
obtained  their  consolidation  into  a  single  corporation 
with  terminal  franchises  in  the  city  of  New  York, 
which  were  obtained  at  little  cost  and  which  have 
been  since  capitalized  in  an  enormous  amount. 

The  amalgamation  of  the  two  corporations  which 
controlled  the  only  all-rail  route  between  New  York 
and  Buffalo  was  now  inevitable ;  but  the  managers 
of  the  New  York  Central  Railroad  Company  con- 
templated its  approach  with  complacency,  since  they 
relied  upon  competition  by  the  Hudson  River  to 
assure  equitable  terms  of  amalgamation  to  their 
own  company.  Yet  here  again  the  autocratic  con- 
trol of  great  wealth  prevailed.  As  navigation  closed 
for  the  winter,  the  Hudson  River  Railroad  Company 
suddenly  refused  to  receive  their  freight  and  with- 
drew its  passenger  terminus  at  Albany  across  the 
Hudson  River.  In  this  audacious  disregard  of  the 
public  welfare,  it  was,  however,  so  well  within  its 
chartered  rights  that  negotiations  followed  which 
resulted  in  three  fourths  of  the  capital  stock  of  the 
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New  York  Central  Railroad  Company  passing  to 
Cornelius  Vanderbilt  on  his  own  terms.  The  con- 
solidation of  the  two  lines  ensued,  and  also  a  gratui- 
tous stock  dividend  of  $23,000,000  at  par,  which  sold 
immediately  afterward  at  159. 

Through  the  medium  of  the  New  York  Central 
and  Hudson  River  Railroad  Company  generations  of 
Vanderbilts  have  advanced  westward,  step  by  step, 
in  control  of  competing  lines,  by  means  of  leases,  by 
purchase  of  controlling  interests,  and  by  less  obvious 
methods.  The  master  hand  of  its  financiers  secretly 
manipulates  the  affairs  of  other  companies  more  or 
less  its  competitors.  Lines  built  to  compete  with 
their  system  have  been  driven  into  bankruptcy  and 
absorbed,  or  have  been  left  apparently  independent 
though  held  in  subserviency.  Boston  has  no  direct 
outlet  toward  the  West  save  over  New  York  Central 
lines ;  the  routes  from  New  York  to  Canada  are  under 
their  control.  They  have  their  own  lines  to  Cin- 
cinnati and  to  Saint  Louis,  their  own  steamers  on  the 
Great  Lakes,  and  they  have  attracted  to  their  rails  the 
valuable  traffic  that  once  overburdened  the  Erie  Canal. 

This  brief  sketch  of  the  growth  of  one  of  the 
most  important  of  our  so-called  "systems"  is  char- 
acteristic of  similar  consolidations  of  railroad  com- 
panies in  this  country.  In  1890,  there  were  1797 
railroad  corporations  in  the  United  States.  The 
total  mileage  of  163,985  miles  was,  however,  operated 
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by  1013  companies;  but  of  this  mileage,  47  per  cent 
was  operated  by  only  40  companies.  In  1909,  there 
were  2196  incorporated  companies  with  1320  operating 
companies.  The  total  mileage  was  244,084  miles,  of 
which  a  small  part  was  beyond  the  borders  of  the 
United  States.  Of  this  mileage,  66  per  cent  was 
operated  by  53  companies.  The  forty  companies 
in  1890  operated  an  average  of  1946  miles;  the  fifty- 
three  companies  in  1909  operated  an  average  of 
3046  miles.  A  number  of  these  operating  companies 
are  themselves  controlled  by  a  single  corporate  power. 
Fourteen  of  these  so-called  " systems"  operate  69 
per  cent  of  the  mileage  of  our  national  system.1 

Railroad    corporations   do   not   disintegrate.     The 
tendency  is  to  coalesce  in  greater  systems.     Without 

1  PRINCIPAL  RAILROAD  SYSTEMS  IN  THE  UNITED  STATES 

MILES 

"Hill"  System 24,113 

"Gould"  System       17,647 

Union  Pacific  System 16,807 

"Rock  Island"  System 14,483 

New  York  Central  System 12,412 

Pennsylvania  System 11,129 

Atlantic  Coast  Line  System 11,075 

Southern  Railway  System       9,684 

Chicago  and  Northwestern  System 9,527 

Illinois  Central  System 8,028 

Chicago,  Milwaukee  and  Saint  Paul  System 7,656 

New  York,  New  Haven  and  Hartford  System 6,492 

"Hawley"  System 6,057 

Baltimore  and  Ohio  System 5, 508 

160,618 
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questioning  the  advantages  that  may  follow  upon 
this  gradual  concentration  of  corporate  power,  it 
should  no  longer  be  possible,  by  the  secret  acquisition 
of  majority  interests,  to  combine  a  number  of  railroad 
corporations  into  a  " system,"  suddenly  to  appear  like 
a  comet  in  the  railway  firmament.  A  single  state 
government  is  impotent  with  respect  to  systems  whose 
transactions,  exceeding  in  volume  the  state  revenues, 
are  extended  far  beyond  its  borders.  The  regulation 
of  such  combination  by  the  separate  action  of  the 
several  states  is  therefore  manifestly  impracticable ; 
but  their  effect  upon  the  conduct  of  interstate  traffic, 
and  indeed  politically,  may  well  invite  federal  inter- 
vention. While  hasty  action  is  to  be  deprecated,  this 
ever  continuing  process  of  corporate  unification  might 
at  least  be  temporarily  arrested,  until  it  can  be  regu- 
lated with  due  regard  to  the  public  good. 

Where  competition  is  vital  to  the  proper  conduct  of 
a  public  service  by  private  corporations,  a  monopoly 
of  that  service  should  not  be  tolerated,  except  under 
such  safeguards  of  the  general  welfare  as  may  be 
secured  by  government  supervision.  Intervention  of 
the  federal  government,  with  respect  to  our  railroad 
system,  involves  its  relations  with  the  sovereign  states. 
Legislation  of  a  state  which  is  directed  to  the  exten- 
sion of  corporate  privileges  beyond  its  own  boundaries 
would  seem  to  be  an  encroachment  upon  federal  juris- 
diction ;  but  into  this  field  for  statesmanship  the  lay- 
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man  should  intrude  with  modesty.  Yet  there  are 
some  aspects  of  this  topic  which  may  be  presented  from 
such  a  source.  It  is  not  proposed  to  regulate  the  char- 
acter and  extent  of  the  franchises  granted  by  the 
several  states  to  their  domestic  corporations,  but  the 
manner  in  which  their  chartered  privileges  are  exer- 
cised in  interstate  commerce. 

If  interstate  commerce  is  to  be  benefited  by  unifica- 
tion of  the  managements  of  state  corporations,  that 
benefit  may  be  secured  by  other  means  than  the  merger 
of  their  corporate  powers ;  that  is,  by  suitable  traffic 
arrangements.  Rival  corporations  operating  between 
the  Mississippi  River  and  the  Pacific  coast,  after 
having  invested  largely  in  competing  lines,  have  re- 
cently concluded  several  such  agreements  for  the  joint 
conduct  of  traffic  in  which  they  were  each  interested. 
The  Chicago,  Burlington  and  Quincy,  the  Denver  and 
Rio  Grande,  and  the  Western  Pacific  companies  have 
arranged  for  a  joint  passenger  service  betweeen  Chi- 
cago and  California.  The  Chicago  and  Alton  Railway 
Company  has  arranged  with  the  Kansas  City,  Mexico 
and  Orient  Railroad  Company  a  joint  traffic  contract 
for  twenty  years.  The  Union  Pacific  Railroad  Com- 
pany and  the  Great  Northern  Railway  Company  have 
contracted  with  the  Northern  Pacific  Railway  Com- 
pany for  the  joint  use  of  135  miles  of  that  company's  line 
from  Portland  to  South  Tacoma.  The  Union  Pacific 
Company  has  made  an  alliance  with  the  Kansas  City 
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Southern  Railway  Company  by  which  it  reaches  Port 
Arthur  and  there  makes  a  connection  with  the  South- 
ern Pacific  Company's  steamship  service  in  the  Gulf 
of  Mexico.  Notice  has  also  been  recently  given  of  the 
conclusion  of  a  traffic  alliance  between  the  Southern 
Pacific  Company  and  the  St.  Louis  and  San  Francisco 
Railway  Company,  by  which  the  two  parties  become 
jointly  interested  for  twelve  years  in  the  traffic  be- 
tween Kansas  City  and  Houston,  over  one  thousand 
miles  of  railroad  line  of  which  the  ownership  is  about 
equally  divided  between  them.  By  this  alliance,  the 
Southern  Pacific  system  obtains  a  favorable  route  for 
its  business  with  Kansas  City  and  through  the  Upper 
Mississippi  valley  to  Chicago ;  while  the  " Frisco" 
system  regains  a  connection  with  its  lines  in  south- 
western Texas,  which  had  become  isolated  by  the 
segregation  of  that  system  from  the  "Rock  Island" 
system.  By  this  agreement,  it  was  asserted  that  with- 
out the  construction  of  a  mile  of  road,  the  contracting 
parties  had  each  secured  connections  and  terminal 
facilities  that,  if  they  were  to  be  duplicated  in  com- 
petition, would  have  required  an  investment  amount- 
ing to  $75,000,000. 

Agreements  of  this  kind  might  be  authorized,  under 
suitable  government  supervision,  preparatory  to  an 
intended  merger  of  the  contracting  corporations  and 
pending  an  investigation  antecedent  to  judicial  or 
legislative  sanction  of  the  proposed  amalgamation. 
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In  Great  Britain  such  " working  arrangements,"  as 
they  are  termed,  may  not  be  entered  into  without 
notice  to  the  shareholders  and  the  consent  of  the 
Railway  Commissioners.  The  same  course  might 
be  pursued  in  this  country,  and  a  lease  might  remain 
legally  inoperative  until  similarly  approved ;  just  as  in 
New  York  and  New  Jersey  the  Public  Service  Com- 
missioners are  authorized  to  intervene  in  judicial 
reorganizations. 

If,  by  amalgamation  or  merger,  the  consolidated 
companies  are  enabled  more  profitably  to  engage 
in  interstate  commerce,  the  additional  value  thereby 
given  to  their  state  franchises  should  be  considered 
as  a  grant  from  the  federal  government,  and  there- 
fore as  warranting  federal  supervision.  For  the 
proposition  is  now  generally  accepted  that  the  employ- 
ment of  incorporated  capital  in  a  public  service  should 
be  regulated  primarily  in  the  general  interest,  and 
only  secondarily  as  a  matter  of  corporate  profit.  It 
may  well  be  that  this  privilege  to  state  corporations 
thus  consolidated  should  take  the  form  of  a  license 
rather  than  of  a  franchise,  to  avoid  the  possible  con- 
flict of  federal  and  state  jurisdiction  over  such  cor- 
porations; for  as  yet  there  has  been  no  valid  expe- 
rience in  the  exercise,  under  a  federal  franchise,  of 
corporate  powers  within  a  state,  save  perhaps  as  to 
national  banks.  However,  as  already  intimated, 
into  this  field  the  layman  should  intrude  with  modesty. 
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The  combination  of  state  corporations  in  an  inter- 
state system  assumes  a  political  aspect  when  it  is 
accomplished  by  the  device  of  a  holding  company. 
The  apprehension  caused  by  the  concentration  of 
capital  to  an  enormous  amount  and  the  consequent 
increase  in  corporate  power  may  well  have  affected 
the  judicial  application  of  the  Anti-trust  Law  to  the 
investments  of  the  Northern  Securities  Company 
in  rival  railroad  corporations.  The  same  feeling  of 
apprehension  has  impelled  the  desire  for  their  regu- 
lation, not  only  as  common  carriers,  but  also  as  the 
possessors  of  corporate  powers  that  were  being  used  to 
change  a  public  service  into  a  public  servitude.  An 
understanding  of  the  popular  view  of  the  growing 
power  exerted  by  capitalists  over  the  national  welfare, 
through  the  medium  of  corporations,  is  essential  to 
a  comprehension  of  the  attitude  of  the  several  branches 
of  the  federal  government  toward  the  revision  of  the 
Interstate  Commerce  Law.  It  is  only  by  broadening 
the  interpretation  of  the  powers  of  Congress  with 
respect  to  interstate  commerce  that  federal  super- 
vision can  keep  pace  with  the  continuing  concentra- 
tion of  railroad  control  in  fewer  hands.  In  this  way, 
federal  authority  has  been  extended  over  the  safety 
appliances  in  use  on  railroads  and  over  the  relations 
of  railroad  companies  with  their  employees. 

By  judicial  interpretation,  the  authority  of  the 
Interstate  Commerce  Commission  with  respect  to 
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railroad  rates  has  also  been  held  to  include  "  inquiry 
as  to  the  management  of  the  business  with  the  right 
to  compel  complete  and  full  information  concerning 
it."  This  authority  has  been  exercised  to  prescribe 
the  manner  in  which  railroad  accounts  and  statistics 
shall  be  recorded,  whatever  may  be  their  character. 
The  railroad  managers  have  strenuously  but  unsuc- 
cessfully objected  to  the  rigid  and  detailed  forms  in 
which  this  information  is  required,  because  of  the 
extensive  changes  in  their  previous  methods  of  ac- 
counting. Their  objection  is  perhaps  quite  as  much 
due  to  the  publicity  thereby  given  to  certain  of  their 
operations ;  for  as  one  of  them  is  reported  to  have  said, 
"Publicity  works  havoc  to  business."  If  in  these 
respects  the  Commission  has  exceeded  the  limits 
defined  by  the  Supreme  Court  in  the  opinion  just 
quoted,  the  student  of  railroad  economics  has  reason  to 
be  grateful  for  the  publication  of  essential  facts  in  an 
accurate  and  intelligible  manner,  which  were  before 
inaccessible  to  him.  In  his  researches,  he  will  find 
that  the  statistical  reports  of  the  Commission  con- 
stitute an  arsenal  which  not  only  provides  arms  for 
attacking  corporate  power,  but  also  armor  that  may 
be  employed  in  its  defense. 

This  matter  of  statistics  is  one  that  admits  of  much 
discussion  as  to  its  proper  character  and  usefulness. 
Statistics  are  primarily  intended  for  comparison  —  to 
compare  the  past  with  the  future  by  way  of  forecast, 
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or  to  compare  several  series  of  facts  that  have  occurred 
either  successively  or  cotemporaneously.  The  facts 
under  comparison  are  virtually  stated  in  equations, 
the  component  factors  in  the  members  of  each  equa- 
tion being  reduced  to  a  common  denominator.  From 
these  equations  an  average  is  obtained  and  upon  the 
proper  use  of  this  average  its  value  depends.  Unless 
the  facts  under  comparison  have  occurred  under  like 
conditions,  the  deductions  from  a  comparison  of 
averages  so  obtained  will  be  the  more  erroneous,  the 
greater  the  dissimilarity  of  conditions.  There  seems 
to  be  a  fascination  in  the  compilation  of  facts  that 
can  be  stated  numerically.  Such  compilations,  when 
intended  to  support  a  favorite  hypothesis,  may  preju- 
dice an  investigation  of  the  matter  to  be  elucidated. 
Relevant  facts  may  be  excluded  or  irrelevant  ones 
included,  and  dissimilarity  of  conditions  ignored.  Or 
much  labor  may  be  expended  in  the  coordination  of 
a  vast  number  of  facts  in  an  elaborate  statement  which 
is  of  no  practical  value.  Statistical  statements  of 
this  character  do  not  increase  the  stock  of  useful 
information.  They  but  add  to  the  number  of  dust- 
laden  volumes  that  encumber  public  libraries. 

These  remarks  as  to  statistics  in  the  abstract  may  be 
applied  to  the  affairs  of  a  corporation.  The  facts  here 
to  be  considered  primarily  are  of  a  financial  nature  and 
are  purely  numerical.  In  dealing  with  financial  facts, 
statistics  should  not  be  confounded  with  accounts. 


202      PROBLEMS   IN   RAILWAY   REGULATION 

An  account  is  the  statement  of  a  business  transaction 
and  a  financial  statement  is  a  compilation  of  a  series 
of  accounts.  Such  a  statement  has  one  of  two  ends 
in  view:  either  the  outcome  of  a  series  of  transactions, 
as  in  a  balance  sheet ;  or  the  financial  condition  of  a 
business  enterprise  at  a  certain  date,  as  in  a  statement 
of  assets  and  liabilities.  Into  such  statements  matters 
of  opinion  do  not  enter.  They  are  purely  statements 
of  facts  which,  if  substantiated  by  sufficient  vouchers, 
lead  to  conclusions  that  may  not  be  questioned. 

It  is  from  an  analysis  of  such  statements  that  facts 
are  obtained  and  compiled  as  statistics;  and,  as  the 
sources  from  which  these  are  derived  may  be  clearly 
defined  and  are  of  a  positive  character,  purely  finan- 
cial statistics  are  of  value  in  the  investigation  of 
corporate  affairs.  If  the  affairs  are  not  purely  finan- 
cial, if  the  enterprise  be  a  commercial  or  industrial 
undertaking,  the  investigation  may  include  a  considera- 
tion of  facts  outside  of  the  field  of  monetary  transac- 
tions. This  is  particularly  the  case  as  to  the  affairs 
of  railroad  corporations.  The  affairs  of  such  cor- 
porations involve  facts  which  are  not  uniform  in 
character,  as  are  the  facts  connected  with  a  single  line 
of  industrial  production,  and  many  of  their  affairs 
are  related  to  facts  of  an  intangible  character. 

For  these  reasons,  and  because  of  their  multiform  and 
heterogeneous  characteristics,  all  of  the  facts  affecting 
the  affairs  of  a  railroad  corporation  cannot  be  definitely 
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and  intelligibly  concentrated  in  a  statistical  statement 
directed  to  a  single  purpose.  And  because  of  the  con- 
tinually varying  conditions  under  which  railroad  serv- 
ice is  performed,  a  statistical  average  derived  from  a 
series  of  operations  conducted  through  one  period  may 
not  be  applicable  to  a  prior  or  subsequent  period,  with- 
out an  adequate  recognition  of  the  variance  in  con- 
ditions. If  this  be  true  of  the  service  performed  by  a 
certain  corporation  during  different  periods,  still  more 
is  it  true  of  the  service  performed  by  several  corpora- 
tions in  different  environments.  The  value  of  a 
statistical  average  in  either  case,  as  a  measure  of  com- 
parison, depends  upon  what  may  be  termed  the  co- 
efficient that  is  deduced  empirically  from  the  variation 
in  conditions  or  environment  and  which  must  be 
affected  by  the  personal  equation  of  the  statistician. 

Therefore,  in  recognizing  the  value  of  the  informa- 
tion collected  by  the  Interstate  Commerce  Commis- 
sion as  to  the  intimate  facts  connected  with  the 
operations  of  our  national  railroad  system,  we  may  be 
permitted  to  question  the  importance  attached  by 
the  Commission  to  the  accurate  valuation  of  that 
system  in  dollars  and  cents ;  a  proposition  which,  in 
consequence,  has  been  introduced  as  a  dogma  into 
the  political  programme  of  the  Democratic  party. 

There  are  two  aspects  in  which  this  matter  of  prop- 
erty valuation  may  be  presented:  as  to  the  purpose 
for  which  it  is  to  be  utilized,  and  as  to  the  basis  on 
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which  it  is  to  be  constructed.  Is  it  to  be  utilized  for 
taxation  only,  or  as  the  means  for  determining  the 
reasonableness  of  railroad  rates,  or  as  a  standard  for 
the  restriction  of  corporate  profit  ?  The  several  states 
have,  each  of  them,  their  own  plans  of  assessment 
of  railroad  property  for  taxation.  The  basis  for  fed- 
eral taxation  is  already  provided  in  the  Corporation  Tax 
Law,  as  embodied  in  the  Tariff  Act  of  August  5,  1909. 
In  that  law,  the  subject  of  taxation  is  corporate  in- 
come, and  the  returns  are  based  upon  corporate  capi- 
talization, not  upon  property  valuation.  If  railroad 
property  is  to  be  valued  as  the  means  for  determining 
the  reasonableness  of  specific  rates,  it  is  but  fair  that 
the  manner  in  which  such  valuation  is  to  be  applied 
as  a  standard  of  reasonableness  should  be  clearly  under- 
stood and  accurately  defined  before  the  enormous  and 
expensive  undertaking  is  entered  upon  of  the  valua- 
tion of  the  property  of  our  entire  system  of  railroad 
corporations.  Up  to  this  time  that  aspect  of  the 
matter  has  not  been  illuminated  by  theorists  or  by 
either  of  the  two  administrative  bureaus  of  the  federal 
government  which  are  engaged  in  corporate  regula- 
tion, the  Interstate  Commerce  Commission  and  the 
Bureau  of  Corporations. 

The  restriction  of  corporate  profit  interests  the  aver- 
age citizen  as  a  political  issue  rather  than  as  an  eco- 
nomic proposition.  He  believes  that  the  great  in- 
dividual fortunes  derived  from  corporate  operations 
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are  a  menace  to  his  personal  welfare,  from  which  he 
might  be  protected  if  the  returns  from  that  source 
could  be  diminished.  Yet,  if  that  purpose  could  by 
any  means  be  accomplished,  on  whom  would  the  con- 
sequences fall  ?  The  ultimate  beneficiaries  of  the  gross 
income  from  corporate  operations  are  not  "the  cap- 
tains of  industry"  nor  the  multimillionaires.  They 
are  the  employees  of  the  corporations  and  those  whose 
petty  savings  are  invested  directly  or  indirectly  in 
corporate  enterprises.  This  aspect  of  the  subject  need 
not  be  further  presented  here,  as  it  will  be  subsequently 
considered  in  detail.  It  is  sufficient  for  the  moment  to 
suggest  that,  in  so  far  as  the  great  individual  fortunes 
above  referred  to  have  been  accumulated  from  cor- 
porate profits,  those  profits  have  accrued  legitimately 
or  illegitimately.  In  either  case,  the  evil  lies  in  the 
use  or  the  abuse  of  corporate  power  rather  than  of  cor- 
porate profit,  and  it  is  to  the  restriction  of  corporate 
power  rather  than  of  corporate  profit  that  legislation 
should  therefore  be  directed. 

Let  us  now  return  to  that  other  aspect  of  railroad 
valuation,  the  basis  on  which  it  is  to  be  constructed. 
It  is  admitted  that  this  basis  must  differ  with  the  pur- 
pose to  which  the  valuation  is  to  be  applied.  The 
tax  assessor  is  expected  to  value  railroad  property  at 
the  highest  possible  amount,  in  order  that  the  burden 
upon  voting  taxpayers  may  be  correspondingly  di- 
minished. The  practical  politician,  who  proposes  to 
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restrict  corporate  profits  to  a  fixed  percentage  upon 
total  capitalization,  will  seek  to  have  that  capitali- 
zation based  upon  as  low  a  figure  as  possible.  As 
previously  stated,  the  basis  of  valuation  for  tax 
assessment  is  already  provided,  by  legislation  of  the 
several  states  and  in  the  Corporation  Tax  Law. 

In  the  preliminary  discussion  of  the  Corporation 
Tax  Law,  the  basis  of  valuation  therein  provided  was 
avowedly  adopted  with  reference  to  the  future  control 
of  all  corporations  that  could  be  brought  within  the 
purview  of  congressional  power  over  interstate  com- 
merce. That  valuation  is  not  based  upon  an  inven- 
tory of  tangible  property,  but  upon  the  corporate 
records.  These  are  by  law  rendered  accessible  to  in- 
spection by  federal  officials.  Through  these  records, 
every  charge  affecting  capital  account  may  be  traced 
to  its  source.  Betterments  thus  capitalized  may  be 
specifically  investigated  and  the  valuation  of  intangible 
property  challenged.  Questionable  transactions  of 
either  character  may  thereby  be  subjected  to  judicial 
investigation  and  their  validity  determined  according 
to  recognized  precedents  of  law  and  evidence.  In  this 
way,  the  relation  of  corporate  profits  to  capitalization 
can  be  established  without  recourse  to  a  valuation  of 
all  the  assets  of  a  corporation,  tangible  and  intangible. 

The  relation  of  the  valuation  of  railroad  property 
to  specific  problems  of  finance,  construction,  and  oper- 
ation will  be  hereafter  treated  at  greater  length.  It 
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has  here  been  considered  in  a  general  way  because  of 
the  emphasis  laid  upon  its  essential  importance  as  an 
element  in  the  regulation  of  corporate  power.  What- 
ever effect  may  be  given  to  it  in  the  future  restriction 
of  capitalization,  it  cannot  be  so  applied  to  the  existing 
situation  without  serious  disturbance  of  the  founda- 
tion which  sustains  general  confidence  in  railroad 
investments  and  therefore  not  without  grave  conse- 
quences to  the  national  welfare. 


CHAPTER  VIII 

PROBLEMS  IN  FINANCE 

ALTHOUGH  the  alleged  injustice  and  unreasonable- 
ness of  the  tariffs  established  by  railroad  manage- 
ments were  the  inciting  causes  of  their  regulation 
by  legislation,  the  economic  evils  thereby  occasioned 
are  now  looked  upon  as  merely  accessory  to  the  politi- 
cal ills  which  are  due  to  the  increasing  influence  of 
railroad  corporations  in  both  state  and  federal 
legislation  and  administration.  As  this  influence  is 
attributed  to  the  illegitimate  uses  which  are  made  of 
the  profits  derived  from  corporate  privileges,  for 
some  time  past  public  attention  has  been  directed 
to  the  restriction  of  the  profits  of  railroad  corporations 
by  legislative  regulation.  As  such  profits  are  derived 
from  their  rates,  it  is  now  proposed  to  readjust  their 
tariffs  by  government  commissions,  not  so  much  with 
a  view  to  their  reasonableness  in  themselves  and  to 
their  incidence  upon  different  commodities  and  com- 
munities, as  that  it  shall  no  longer  be  possible  to 
pay  excessive  dividends,  and  the  dividend  rate  is 
to  accord  with  a  fair  rate  of  interest  on  invested 
capital. 
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This  seems  to  be,  in  short,  the  end  that  is  kept  in 
view  by  the  politicians  who  feel  the  popular  pulse; 
and,  to  prevent  the  concealment  of  excessive  profits 
by  an  apparently  reasonable  dividend  rate  upon  in- 
flated or  fictitious  capital,  it  is  proposed  that  the 
basis  of  capitalization  shall  be  regulated  by  law. 
This  was  done  to  some  extent  in  1885  by  the  state 
of  Massachusetts  and  ostensibly  in  Pennsylvania ; 
and  more  recently  authority  over  capitalization  has 
been  conferred  upon  railroad  commissions  in  other 
states.  During  the  last  presidential  campaign,  fea- 
tures of  this  character  were  introduced  into  political 
platforms.  The  Democratic  party  recommended  "  the 
valuation  of  railroads  by  the  Interstate  Commerce 
Commission,  such  valuation  to  take  into  considera- 
tion the  physical  value  of  the  property,  the  original 
cost  and  cost  of  reproduction,  and  all  elements 
of  value  that  will  render  the  valuation  made  fair  and 
just."  The  Republican  party  favored  "such  national 
legislation  and  supervision  as  will  prevent  the  future 
overissue  of  stocks  and  bonds  by  interstate  carriers." 

What  are  the  problems  that  present  themselves  in 
connection  with  the  proposed  regulation  by  the  federal 
government  of  the  finances  of  our  railroad  system  ? 
The  fundamental  problem  is  the  regulation  of  its  cap- 
italization. According  to  the  reports  of  the  Interstate 
Commerce  Commission,  the  total  capitalization  of  this 
system  in  stocks  and  funded  debt,  in  1907-1908,  was 
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$16,767,544,827 ;  on  which  the  average  return,  after 
deducting  operating  expenses  and  taxes,  was  4.2  per 
cent.  Therefore  the  assertion  that  the  tariffs  in  use  at 
that  time  resulted  in  inordinate  profits  did  not  lie 
against  the  system  as  a  whole,  unless  as  a  whole  it  was 
overcapitalized.  The  mileage  of  the  system  was  re- 
ported as  233,468  miles,  so  that  the  average  capitaliza- 
tion was  at  the  rate  of  $71,819  per  mile.  The  re- 
ported capitalization  in  1908,  of  177,000  miles  of 
European  railways  was  on  a  basis  of  $121,000  per 
mile.  According  to  these  figures,  the  burden  of  proof 
that  the  American  railroad  system  was  not  overcapi- 
talized did  not  rest  upon  the  railroad  corporations. 

But  if  the  system,  as  a  whole,  is  not  overcapitalized, 
it  may  be  in  part.  The  statistical  reports  of  the 
Interstate  Commerce  Commission  contain  certain 
statements  of  its  capitalization  distributed  as  to  sec- 
tional areas  or  "  territorial  groups,"  from  which  has 
been  compiled  a  table  hereto  appended.1  From  this 
table  it  will  be  seen  that,  in  1908,  the  average  cap- 
italization per  mile  of  the  entire  system  was  then 
exceeded  in  the  northeastern  portion,  that  is,  in  the 
New  England  States,  the  Middle  States,  and  the 
states  between  the  Great  Lakes  and  the  Ohio  River ; 
and  also  in  the  western  portion,  from  the  Rocky 
Mountains  and  the  Rio  Grande  to  the  Pacific  Ocean. 
In  those  regions,  if  anywhere  in  the  system,  the  evils 

1  See  Appendix  No.  IV. 
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attendant  upon  excessive  capitalization  should  be 
concentrated ;  and  especially  in  the  Middle  States, 
where  the  capitalization  averages  $141,247  per  mile, 
or  97  per  cent  more  than  the  average  for  the  whole 
country.  On  the  other  hand,  in  the  remainder  of 
the  United  States,  the  average  is  far  less  than  for  the 
whole  system ;  that  is,  in  every  Southern  state, 
except  Maryland,  and  also  in  the  region  lying  west 
of  the  Indiana  state  line  and  the  Great  Lakes  to  the 
Rocky  Mountains  and  the  Rio  Grande.  Therefore, 
in  that  vast  area,  the  illegitimate  use  of  corporate 
power  by  the  railroad  companies  cannot  be  attributed 
to  overcapitalization,  and  certainly  not  in  the  states 
south  of  the  Ohio  River  and  west  of  the  Alleghenies, 
including  Georgia;  for  in  that  region  the  average 
capitalization  was  only  $46,937  per  mile,  or  but  64 
per  cent  of  the  general  average  for  the  United  States. 
If  capitalization  per  mile  of  line  above  the  general 
average  is  an  evidence  of  the  seat  of  illegitimate  corpo- 
rate influence,  the  evil  results  of  that  influence  should 
exist  north  of  the  Ohio  and  Potomac  rivers  and  east 
of  the  state  of  Illinois,  and  should  be  found  in  an 
aggravated  form  in  the  Middle  States.  That  evils 
of  this  character  have  been  found  to  exist  in  that 
region,  in  the  state  of  New  York,  will  be  demon- 
strated hereafter,  as  also  the  remedies  which  were 
applied  to  the  case  in  point.  As  a  fact,  however, 
railroad  capitalization  per  mile  is  largely  conditioned 
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by  the  topographical  difficulties  of  construction  and 
upon  the  facilities  required  for  a  dense  traffic.  The 
greater  capitalization  in  the  regions  mentioned  is 
principally  owing  to  these  conditions,  while  the  lesser 
capitalization  in  the  rest  of  the  country  is  due  to  the 
smaller  cost  of  construction  and  to  the  lighter  traffic. 
This  is  not  to  deny  that  in  this  capitalization  there 
are  included  the  results  of  illegitimate  profits  in  con- 
struction and  finance,  probably  of  flagitious  acts,  of 
frauds  upon  the  treasuries  of  the  federal  government 
and  of  the  sovereign  states ;  but  how  are  they  to  be 
detected  and  exposed  now  by  any  method  of  valuation  ? 

The  market  prices  of  a  railroad  company's  securities 
constitute  an  unstable  foundation  for  the  valuation 
of  its  property.  From  March  3  to  October  21,  1908, 
the  sales  of  the  common  stock  of  the  Union  Pacific 
Railroad  Company  amounted  to  22,899,000  shares; 
the  total  amount  of  that  issue  being  1,950,000  shares. 
At  its  market  price  of  no  on  March  3  its  total  value 
was  $214,500,000;  on  October  21  at  170  its  value 
was  $331,500,000;  an  appreciation  in  value  of 
$117,000,000  in  218  days.  At  an  average  value  of 
140  the  total  transactions  in  that  stock  during  that 
period  amounted  to  $3,2O5,86o,ooo.1 

There  are  but  two  possible  methods  of  valuation 
of  railroad  property:  the  cost  value  to  date  and  the 
replacement  value.  ,  The  cost  value  to  date  is  to  be 

1  Everybody's  Magazine,  March,  1909. 
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obtained  from  the  corporate  records.  It  includes 
not  only  the  cost  for  cash,  but  also  the  additional  cost 
arising  from  interest  on  loans  for  construction,  from 
discounts  on  securities  sold,  and  from  other  items, 
many  of  which  are  buried  beyond  recovery.  But 
there  is  a  credit  side  to  this  statement,  for  there  are 
also  buried  the  losses,  and  often  bitter  losses,  occa- 
sioned by  bankruptcy  and  reorganization.  The 
replacement  value  is  to  be  ascertained  by  an  elaborate 
investigation  of  the  physical  characteristics  of  the 
railroad  property,  by  a  survey  of  the  plant  as  it  is 
at  present.  There  must  be  a  calculation  of  the  quan- 
tities of  earthwork  and  masonry  in  the  substructure 
and  of  the  material  in  the  superstructure,  in  the 
bridges  and  tunnels,  in  the  station  buildings,  shops, 
terminals,  and  freight  yards,  and  of  the  different 
classes  of  labor  employed  in  their  execution.  The 
equipment  is  to  be  inventoried  and  classified  as  to  its 
condition,  and  the  inventory  should  include  many 
items,  each  small  in  itself,  which  measure  up  in  the 
total  to  a  large  amount. 

To  this  inventoried  valuation  is  to  be  affixed  the 
cost  of  replacement  of  each  item  at  present  prices, 
with  allowance  for  deterioration.  It  does  not  include 
the  cost  of  the  light  iron  rails  which  were  replaced 
in  the  past  by  heavy  steel,  of  weak  wooden  bridges 
on  piling  foundations  for  which  have  been  substi- 
tuted steel  bridges  on  massive  masonry,  nor  the  light 
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equipment  that  is  now  replaced  by  modern  types. 
None  of  these  items,  which  enter  into  the  cost  to  date 
and  which  represent  cash  actually  expended,  can 
be  represented  in  a  replacement  valuation ;  nor  can 
the  legitimate  interest  and  discount  on  financial  trans- 
actions rendered  necessary  by  construction  on  credit. 
The  replacement  valuation  is  also  open  to  question  in 
the  estimate  of  prices,  which  is  a  matter  of  opinion 
that  may  be  biassed  by  the  purpose  for  which  the 
valuation  is  to  be  made. 

And  after  the  replacement  value  has  been  made, 
what  does  it  represent?  It  represents  an  assumed 
cost  of  the  plant  as  it  exists  to-day  at  current  prices. 
That  plant  varies  year  by  year,  day  by  day,  in  amount 
and  character,  and  so  do  the  prices  for  its  replacement. 
The  cost  to  date  is  a  fact  established  by  the  records. 
It  varies  only  with  the  entry  of  known  items.  The 
replacement  valuation  is  a  variable  term,  whose 
fluctuations  can  only  be  determined  from  time  to 
time  by  elaborate  and  expensive  methods  of  com- 
parison. It  excludes  entirely  the  value  of  the  fran- 
chise, a  vexed  issue  and  one  which  is  determined  quite 
differently  according  as  it  is  for  taxation  or  for  estab- 
lishing reasonable  freight  tariffs. 

Treating  the  subject  thoughtfully,  with  a  lively 
sense  of  the  ills  that  may  arise  from  the  illegitimate 
use  of  corporate  power  and  of  the  necessity  for  its 
prevention,  the  impartial  and  experienced  inyesti- 
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gator  must  reach  the  conclusion  that  the  present 
capitalization  of  our  railroad  system  is  neither  an 
index  of  the  seat  of  corporate  power  nor  a  measure 
of  the  extent  of  the  wrongs  that  are  to  be  remedied 
by  federal  legislation.  But  admitting  all  that  has 
been  asserted,  of  what  benefit  would  it  be  to  disinter 
this  deeply  buried  corruption,  or  to  evoke  from  their 
tombs  the  evil  spirits  that  formerly  infected  with  it 
the  body  of  our  railroad  capitalization  ?  The  prac- 
tical statesman  will  not  attempt  to  right  past  wrongs 
by  present  remedies.  It  is  the  doctrinaire  who  prefers 
revolution  to  reformation.  In  seeking  for  remedies  for 
the  illegitimate  uses  of  corporate  power  by  the  railroad 
companies,  let  us  intend  them  for  the  existing  situation. 

As  stated  at  the  beginning  of  this  chapter,  the  prop- 
osition under  discussion  is  that  the  rate  of  profit  from 
railroad  service  shall  accord  with  a  fair  rate  of  interest 
on  invested  capital.  What  is  a  fair  rate  of  interest 
on  invested  capital  ?  Not  for  loans  for  short  peri- 
ods in  commercial  transactions,  but  on  irremovable 
investments  in  the  plant  of  a  railroad  company. 
What  has  been  the  average  return  upon  the  capital 
so  invested  in  our  entire  railroad  system  ? 

The  total  capitalization  in  1908  was  divided  as 
follows :  — 

Stocks  (43.97  per  cent) .      $7,373,212,323 

Funded  debt  (56.03  per  cent)       $9,394,332,504 

Total  capitalization $16,767,544,827 
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On  the  56  per  cent  that  is  in  the  nature  of  a  funded 
debt,  the  interest  charges  are  fixed  by  contracts  which 
are  shielded  from  legislative  interference  by  consti- 
tutional provisions  and  by  judicial  precedents.  On 
this  funded  debt,  the  return  was  as  follows :  — 

Nothing  paid              (  7.2  per  cent) $655,598,627 

Less  than  3  per  cent  (  0.4  per  cent) 31,815,071 

Three  per  cent            (12.9  per  cent) 1,169,489,370 

Four  per  cent              (50.1  per  cent) 4,531,785,274 

Five  per  cent              (*9-3  per  cent) 1,750,276,054 

Six  per  cent                 (  8.2  per  cent) 739,206,702 

Seven  per  cent            (  1.9  per  cent) 170,927,958 

Eight  per  cent         640,666 

l343>Si6,67i,  total  return  or  3.79  per  cent  on      .     .  $9,049,739,722 

Equipment  Trusts,         344,592,782 

Total  Funded  Debt, $9,394,332,504 

Omitting  the  equipment  trusts,  the  average  interest 
charge  that  was  paid  in  1908  on  the  remaining 
funded  debt  amounted  to  a  trifle' over  3!  per  cent. 
Indeed  70  per  cent  of  this  debt  received  but 
4  per  cent  or  less  and  7  per  cent  received  noth- 
ing at  all.  Even  8  per  cent  was  paid  only  on  a 
negligible  amount.  Surely  then  there  was  no  ex- 
cessive return  on  that  part  of  the  capitalization  of 
the  American  railroad  system  which  is  represented 
by  its  funded  debt. 

Let  us  now  turn  our  attention  to  that  part  of 
its  capitalization  which  is  represented  by  stock.  On 
this  part  there  was  paid  in  1908  in  dividends  as 
follows :  — 
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Nothing  paid  (34.3  per  cent) $2,529,841,583 


Less  than  two  per  cent 

(  3.2  per  cent)  . 

2  38,  471,000 

Two  per  cent 

(  2.4  per  cent)  . 

178,  107,  ^48 

Xhree  per  cent 

(0.7  per  cent)  . 

47,783,300 

Four  per  cent 

(  7.6  per  cent)  . 

^63,328,037 

Five  per  cent 

(11.3  per  cent)  . 

834,700,780 

Six  per  cent 

(124  per  cent)  . 

014,044,4.16 

Seven  per  cent 

(13.^  oer  cent)  . 

Q96,4i;3,426 

Eight  per  cent 

(  3  6  oer  cent)  . 

264,  ^6^.  725 

Nine  per  cent 

(08  per  cent)  . 

<?<;,  801,135; 

Ten  per  cent  and  above 

(10  2  per  cent)  . 

74Q.02<.365 

$390,695,351,  total  return,  or  5.3  per  cent  on       .     .     $7,373,212,323 

Here  again  ~the  average  return  of  a  little  over  5  per 
cent  on  the  capital  stock  of  our  entire  system  is  not 
excessive.  But  the  above  analysis  of  the  rates  of 
dividend  received  by  different  portions  of  that  total 
capital  stock  discloses  facts  on  which  an  assertion 
of  excessive  dividends  might  be  based.  In  a  general 
way,  it  will  be  seen  that 

on  34.3  per  cent  of  the  capital  stock  nothing  was  paid, 
on  6.3  per  cent  there  was  paid  less  than  four  per  cent, 
on  44.8  per  cent  there  was  paid  four  to  seven  per  cent, 
on  14.6  per  cent  there  was  paid  eight  to  ten  per  cent  and  above. 

Assuming  that  7  per  cent  is  not  an  excessive  dividend 
on  railroad  stock,  then  14.6  per  cent  of  the  total 
capital  stock  of  our  national  system  received,  in 
1908,  more  than  a  fair  dividend ;  and  it  is  on  this  one 
seventh  of  that  total  that  the  searchlight  of  publicity 
should  be  turned  in  the  effort  to  ascertain  the  seat 
of  that  illegitimate  use  to  which  the  excessive  divi- 
dends may  have  been  put. 
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The  statistical  report  for  1908  of  the  Interstate 
Commerce  Commission  directs  attention  to  certain 
corporations  that  appeared  to  have  received  excep- 
tional dividends  "on  capital  which  exceeded  one  half 
of  the  total  amount  that  had  received  10  per  cent 
and  above.  As  there  were  but  eight  corporations  so 
characterized,  it  does  not  seem  necessary  to  penalize 
the  other  2161  railroad  companies  in  order  to  reach 
these  eight ;  and  especially  that  34.3  per  cent  of  the 
capital  stock  which  received  no  dividend  at  all. 
There  is  this  also  to  be  said,  that  of  the  $390,000,000 
paid  out  in  dividends  in  1908,  but  $305,000,000  was 
derived  from  the  operations  of  that  year;  as  the 
remaining  $85,000,000  was  paid  from  the  accumulated 
earnings  of  previous  years.  If  the  dividends  from 
this  surplus  were  declared  solely  by  the  eight  cor- 
porations named  in  the  report,  their  dividends  from 
current  income  for  1908  would  not  have  exceeded 
7  per  cent.  Indeed  the  rates  of  some  of  these  divi- 
dends, ranging  from  80  to  1 20  per  cent,  are  suggestive 
of  what  is  known  in  Wall  Street  jargon  as  "cutting 
a  melon." 

The  next  problem  is  as  to  how  the  diminution  of 
excessive  dividends  shall  be  accomplished  without 
likewise  preventing  fair  dividends  upon  capital 
honestly  invested.  The  platform  of  the  Democratic 
party  in  1908  recommended  that  there  should  be  taken 
into  consideration  "all  elements  of  value  that  will 
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render  the  valuation  made  fair  and  just."  It  would 
not  be  fair  and  just  to  capital  honestly  invested  in 
companies  paying  less  than  8  per  cent,  which  were  in 
competition  with  companies  paying  higher  dividends, 
to  decrease  the  net  income  of  the  latter  by  reducing 
their  rates  on  traffic  for  which  the  former  were  com- 
petitors, if  those  rates  were  reasonable  in  them- 
selves. 

That  which  is  desired  is  not  to  reduce  rates  which  are 
reasonable  in  themselves,  but  to  diminish  inordinate 
profits.  If  the  rate,  which  in  one  case  results  in  net 
income  insufficient  to  pay  a  fair  dividend,  results 
in  another  in  much  larger  net  income,  it  may  not  be 
because  the  rate  is  unreasonable  but  for  other  reasons. 
Either,  in  the  latter  case,  the  road  may  enjoy  a  larger 
share  of  the  competitive  traffic  or  may  perform  the 
service  under  more  favorable  conditions.  If  it  secures 
a  larger  net  income  at  the  same  rates,  it  has  the  more 
valuable  franchise;  and  here  we  arrive  at  the  point 
where  the  general  welfare,  as  affected  by  the  inor- 
dinate profits  of  a  railroad  corporation,  diverges  from 
the  welfare  of  the  shipper  to  whom  a  specific  service 
is  rendered. 

The  specific  service  may  be  rendered  at  a  charge 
that  is  fair  to  the  individual,  and  yet  the  net  return 
from  the  total  service  performed  at  reasonable  rates 
may  result  in  such  inordinate  profits  as  to  imperil 
the  general  welfare,  which  is  an  entirely  different 
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matter.  How  is  the  general  welfare  in  such  a  case  to 
be  protected  without  injustice  to  capital  honestly  in- 
vested in  the  competing  road  which  is  operated  at  the 
same  rates  but  under  more  unfavorable  conditions? 
The  net  income  of  the  one  may  be  diminished  without 
injury  to  the  other,  not  by  a  reduction  of  the  rates 
on  the  competitive  business  which  are  reasonable  in 
themselves,  but  by  the  return  to  the  public  treasury 
of  some  part  of  the  inordinate  profits  from  that  busi- 
ness, by  a  properly  graduated  tax. 

Here  we  are  confronted  by  another  problem.  By 
what  authority  will  this  tax  be  levied  and  how  as- 
sessed ?  If  it  is  to  inure  to  the  benefit  of  the  federal 
treasury,  it  should  be  assessed  on  that  part  only  of 
the  net  income  derived  from  interstate  traffic,  to 
keep  within  the  constitutional  limitation  of  the  powers 
of  Congress.  The  federal  corporation  tax  was  ob- 
jected to  as  an  invasion  of  the  field  hitherto  reserved 
by  the  states,  and  the  like  objection  might  be  urged 
against  the  taxation,  by  the  federal  government,  of 
that  part  of  the  income  of  a  railway  company  which 
was  derived  from  traffic  within  the  borders  of  the 
state  to  which  it  owed  its  corporate  existence.  This, 
however,  is  a  matter  that  is  outside  the  pale  of  rail- 
road economics.  It  may  be  suggested  in  this  con- 
nection that  the  separation  of  the  net  returns  of  inter- 
state traffic  from  the  total  net  income  will  give  great 
scope  to  the  ingenuity  of  statisticians. 
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It  would  seem  unnecessary  further  to  emphasize 
the  practical  difficulties  that  would  be  encountered 
in  the  valuation  of  our  entire  railroad  system  for  the 
purpose  of  diminishing  the  inordinate  profits  on  one 
seventh  of  the  capital  invested  in  it  by  its  share- 
holders; nor  longer  to  dwell  upon  the  injustice  to 
their  less  fortunate  competitors  which  would  follow 
an  attempt  to  accomplish  this  purpose  by  a  decrease 
in  rates  that  were  in  themselves  reasonable.  To 
whatever  extent  the  present  capitalization  of  our 
railroad  system  may  be  fictitious,  by  whatever  ques- 
tionable methods  that  fictitious  capitalization  may 
have  been  accomplished,  the  roots  by  which  it  is 
nourished  have  so  penetrated  the  foundation  which 
supports  our  industrial  and  commercial  operations 
that  they  cannot  now  be  extracted  without  serious 
disturbance  to  our  national  prosperity.  There  is 
scarcely  any  stone  in  that  foundation  that  does  not 
bear  traces  of  the  violence  or  stains  of  the  injustice 
that  have  marred  its  fashioning.  It  is  wiser  to  ignore 
ills  that  have  passed  into  oblivion  than  to  do  present 
injustice  in  an  attempt  to  penalize  past  wrongdoing. 

There  is  another  consideration  that  should  not  be 
overlooked  in  this  attempt  to  protect  our  political 
rights  from  encroachment.  If  corporate  wealth  be 
utilized  by  railroad  managements  for  illegitimate 
purposes,  it  is  no  more  taken  from  the  dividend  fund 
than  it  is  from  the  wages  fund.  The  dividend  fund 
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is  distributed  among  hundreds  of  thousands  of  stock- 
holders, as  the  wages  fund  is  among  1,500,000  em- 
ployees. Before  either  distribution  is  made,  all  other 
expenditures  have  been  merged  in  the  expense  ac- 
counts, and  into  them  should  the  investigator  delve 
who  would  seek  for  the  other  purposes  to  which  cor- 
porate wealth  has  been  devoted.  To  say  that  the 
illegitimate  use  of  that  wealth  by  railroad  companies 
should  be  prevented  through  a  reduction  of  their 
tariffs  is  tantamount  to  saying  that  similar  conduct 
by  industrial  corporations  should  be  prevented  by 
the  restriction  of  their  profits  through  the  reduction 
of  the  protection  which  they  enjoy  from  the  customs 
tariffs.  In  both  cases  the  reduction  will  affect  the 
wages  of  employees,  the  price  of  supplies,  and  the 
character  of  the  service  or  products  before  the  in- 
vestors would  permit  themselves  to  suffer. 

The  sentiment  that  underlies  this  crusade  against 
corporate  wealth  but  vaguely  recognizes  the  magni- 
tude of  the  undertaking  in  which  it  is  proposed  to 
involve  the  federal  government,  the  difficulties  which 
will  be  encountered  in  making  its  action  effective,  and 
the  economic  disturbances  that  would  ensue.  It  also 
ignores  the  real  source  of  any  corporate  action.  A 
corporation  is  but  the  legal  instrument  by  which  the 
will  of  individuals  is  made  effective,  and  the  individ- 
uals who  manipulate  this  instrument  are  those  who 
compose  its  board  of  directors.  If  a  railroad  company 
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be  a  body  incorporate  of  stockholders,  the  board 
of  directors  is  its  soul.  The  board  is  in  frequent 
session,  the  stockholders  but  once  a  year,  and  then  for 
the  most  part  to  protect  the  directors  personally  from 
the  consequences  of  their  official  acts  by  a  formal 
approval  of  their  deeds  or  misdeeds,  as  the  case  may 
be.  The  stockholders  in  general  are  as  ignorant  as  they 
are  innocent  of  intentional  wrongdoing  in  the  prem- 
ises, and  surely  when  a  penalty  is  to  be  applied  for  a 
criminal  act,  it  is  a  recognized  principle  of  justice  that 
the  innocent  should  not  be  made  to  suffer  for  the 
guilty. 

There  is  no  clearly  defined  line  of  demarcation 
between  immoral  and  illegal  conduct.  The  one 
phase  of  culpability  merges  insensibly  into  the  other. 
It  is  a  question  of  degree  rather  than  of  quality ;  the 
degree  of  immorality  being  adjudicated  by  public 
opinion  and  that  of  illegality  in  the  courts.  If  there 
be  culpability  in  the  use  of  the  revenues  of  railroad 
companies,  that  culpability  is  not  corporate,  but  per- 
sonal. This  assertion  indicates  that  the  efficient 
remedy  is  not  to  penalize  the  stockholders,  who  have 
been  themselves  victimized,  but  the  directors,  who 
were  the  real  principals  in  the  commission  of  the  crime, 
if  crime  it  was,  of  availing  themselves  of  their  trustee- 
ship for  illegitimate  purposes.  It  is  they  who  should 
be  made  to  feel  their  responsibility  for  corporate 
acts,  pecuniarily  and  personally. 
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In  this  discussion  of  the  federal  regulation  of  the 
finances  of  the  national  railroad  system,  attention 
has  been  called  to  the  magnitude  of  the  undertaking, 
and  to  the  difficulty  in  finding  a  remedy  that  would 
be  at  once  efficient  and  just  for  alleged  encroachments 
on  the  political  rights  of  the  people  by  the  railroad 
corporations.  These  political  evils,  so  far  as  they 
exist,  have  their  origin  in  the  corporate  soul,  the 
management,  and  not  in  the  corporate  body,  the 
stockholders.  It  has  here  been  suggested  that  the 
remedy  should  be  devised  to  heal  present  ills  and  not 
to  avenge  past  misdeeds.  The  present  situation  is 
but  a  link  in  the  chain  which  binds  the  past  with  the 
future,  and  it  is  for  the  future  that  the  statesman 
should  provide,  with  that  prescience  which  is  founded 
on  an  intelligent  comprehension  of  the  course  that  our 
national  evolution  has  followed  and  of  the  direction 
that  it  must  pursue.  This  prescience  the  statesmen 
of  the  Republican  party  have  sought  to  display  in 
that  plank  of  their  platform  in  which  they  "  favor 
such  national  legislation  and  supervision  as  will 
prevent  the  future  overissue  of  stocks  and  bonds  by 
interstate  carriers."  If  this  proposition  is  to  have 
any  practical  application,  it  means  that  there  should 
be  no  new  issue  of  stock  or  bonds  without  the  approval 
of  the  federal  government. 

Before  the  federal  government  becomes  committed 
to  a  minute  supervision  of  the  financial  management 
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of  the  American  railroad  system,  it  would  be  well  to 
take  a  comprehensive  view  of  the  magnitude  of  such 
a  task.  For  the  present,  the  difficulties  are  here  ignored 
that  lie  in  the  way  of  securing  just  and  reasonable 
rates  by  such  supervision.  Attention  will  first  be 
directed  to  the  multiplicity  and  complexity  of  the 
operations  involved  in  this  financial  management, 
which  are  the  constant  care  of  the  ablest  and  most 
experienced  leaders  in  the  field  of  high  finance. 

The  total  capitalization  of  this  railroad  system 
is  not  a  fixed  quantity.  It  is  constantly  increasing 
in  amount.  In  1898,  it  was  nearly  $11,000,000,000; 
in  1907,  it  was  $16,000,000,000.  This  increase  of 
$5,000,000,000,  or  about  one  half  in  ten  years,  involved 
the  financial  administration  of  over  two  thousand 
corporations.  In  this  financial  administration  there 
were  employed,  in  1907,  approximately  5000  general 
officers  and  65,000  general  office  clerks.  These  sta- 
tistics do  not  include  persons  employed  in  the  offices 
of  capitalists  in  auxiliary  relations  to  the  official  finan- 
cial administrations  of  the  railroad  system.  To  super- 
vise the  work  of  this  army  of  employees  would  require 
the  organization  of  another  great  bureau  in  one  of  the 
departments  of  the  federal  government,  with  another 
army  of  employees;  for  the  staff  of  the  Interstate 
Commerce  Commission  is  now  insufficient  for  the 
efficient  performance  of  its  present  functions. 

As  we  have  treated  other  propositions  for  regu- 
Q 
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lating  the  financial  operations  of  our  railroad  system, 
let  us  so  do  with  this  one,  and  ascertain  the  volume 
of  new  issues  of  securities  that  would  probably  become 
subject  to  federal  supervision.  The  increase  of  capi- 
talization from  1907  to  1908  was  as  follows : 1  — 

Mortgage  bonds        $137,350,630 

Other  funded  obligations 564,537,849 

Equipment  trusts 14,819,493    $716,707,972 

Deduct  decrease  in  income  bonds 47,660,460 

Net  increase  in  funded  debt  (7.6  per  cent)     .     .     .    $669,047,512 
Increase  in  preferred  stock     ....      $38,947,974 
Decrease  in  common  stock     ....        22,597,342 
Net  increase  in  capital  stock  (0.2  per  cent)  ....         16,350,632 

Increase  in  total  capitalization  (4.0  per  cent)      .     .    $685,398,144 

The  increase  of  railroad  securities  in  1907  was  4  per 
cent  of  the  amount  outstanding  at  the  beginning  of 
the  year.  Of  this  increase,  but  $16,000,000  out  of 
$685,000,000  was  in  stock  issues,  while  the  funded 
debt  increased  over  7  per  cent.  It  also  is  to  be  noted 
that  the  outstanding  amount  of  common  stock  actually 
decreased  by  $22,000,000  during  the  year,  while  in 
1907  there  was  an  increase  in  common  stock  issues 
of  about  $530,000,000.  This  remarkable  revulsion 
in  the  issue  of  common  stock  may  be  attributed  to 
the  financial  depression  that  occurred  in  1907-1908, 
as  there  was  also  a  marked  diminution  in  the  amount 
of  bond  issues.  It  is  difficult  to  account  for  the  actual 

1  For  comparison  of  capitalization  in  1908  with  1909,  see  Appendix 
No.  V. 
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decrease  of  $22,000,000  in  the  outstanding  amount 
of  common  stock,  except  as  the  result  of  bankruptcy 
and  reorganization.1 

From  this  statement  as  to  current  issues  of  rail- 
road securities,  in  what  classes  of  them  are  overissues 
to  be  found  ?  Certainly  apprehension  of  national 
evil  from  " watered"  stock  has  ceased,  if  only  tem- 
porarily, to  be  well  founded;  and  it  must  therefore 
be  sought  in  the  additions  to  the  funded  debt.  In  this 
search  we  have  to  consider  that  the  capitalization  of 
our  railroad  system  is  not  only  steadily  increasing; 
it  is  also  in  a  continual  state  of  flux.  This  is  not  so 
much  due  to  reorganizations,  to  combinations  and 
consolidations,  as  to  the  additional  issue  of  bonds, 
of  short  term  notes  and  of  equipment  trust  obligations, 
and  to  the  exchange  of  one  form  of  securities  for  an- 
other. From  these  causes,  the  characteristic  fea- 
tures of  that  capitalization  are  becoming  modified. 

In  1898,  the  total  capitalization  was  about  evenly 
divided  between  stock  and  funded  debt.  In  1908, 
the  proportion  of  stock  capital  had  diminished  to  44 
per  cent.  This  change  in  the  character  of  capitaliza- 
tion has  probably  been  due  to  the  desire  for  invest- 
ments that  would  produce  a  fixed  income  and  to  avoid 

1  In  1908,  twenty-six  roads,  operating  7491  miles,  were  added  to 
the  list  of  receiverships,  making  a  total  of  9529  miles,  as  against  5602 
in  the  previous  year.  Four  roads,  operating  2067  miles,  passed  out  of 
the  hands  of  receivers  during  the  year. 
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the  uncertainty  which  has  attached  to  the  payment 
of  stock  dividends.  Shall  it  be  the  policy  of  the  fed- 
eral government  to  discourage  or  to  facilitate  this 
change  in  the  character  of  railroad  investments? 
Mortgage  bonds  at  a  fixed  interest  have  a  prior  lien  on 
the  corporate  revenues  that  is  shielded  from  infringe- 
ment by  almost  invincible  judicial  precedents.  If  the 
federal  supervision  of  railroad  finances  is  to  extend  to 
the  limitation  of  dividends,  the  tendency  to  a  change  of 
investments  from  stocks  to  bonds  will  be  accelerated. 
Which  is  the  best  policy  to  pursue  in  the  interest 
of  the  general  public,  to  render  the  stock,  which  pri- 
marily controls  the  corporation  as  a  public  servant, 
more  attractive  as  a  permanent  investment,  exten- 
sively distributed  among  that  general  public;  or 
to  leave  it  in  the  stock  exchanges  as  the  means  of 
speculation  for  immediate  profit  ?  Which  policy  will 
more  effectually  prevent  that  unscrupulous  use  of 
corporate  power  that  is  the  object  of  popular  denun- 
ciation and  of  political  legislation  ? 

The  occasion  for  federal  intervention  in  the  financial 
operations  of  railroad  companies  may  arise  in  the 
formation  of  new  corporations,  in  the  reorganization 
of  bankrupt  corporations,  or  in  the  issue  of  securities 
by  existing  corporations.  The  financial  organization 
of  a  new  corporation  is  subject  to  legislative  action  of 
the  state  by  which  it  is  chartered,  either  directly  or 
through  an  administrative  agency;  and  some  line 
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of  demarcation  between  the  respective  fields  of  action 
of  the  state  and  of  the  federal  government  should 
be  clearly  defined  to  avoid  a  conflict  of  authority. 
The  reorganization  of  a  bankrupt  corporation  is 
controlled  by  the  courts,  and  the  extent  to  which  an 
administrative  agency,  whether  state  or  federal, 
might  intervene  in  such  cases  would  be  a  matter  for 
judicial  determination.  It  is  only  with  respect  to 
the  issue  of  new  securities  by  a  solvent  railroad  com- 
pany that  federal  supervision  might  intervene  with- 
out the  probability  of  infringement  on  the  reserved 
powers  of  the  sovereign  states  or  without  meeting 
with  opposition  in  the  courts;  and  it  would  seem  that 
there  is  some  warrant  for  such  intervention  where  it 
is  proposed  to  capitalize  the  value  of  betterments 
whose  cost  has  been  provided  for  from  income  derived 
from  interstate  traffic. 

This  class  of  cases,  as  being  purely  financial,  might 
be  isolated  for  experimentation.  The  securities  to 
be  issued  would  either  be  in  the  form  of  stock  cer- 
tificates, of  bonds  with  a  mortgage  lien,  or  of  other 
obligations  with  a  lien  only  on  the  revenues  of  the 
corporation.  The  alternative  form  of  such  securities 
would  have  first  to  be  passed  upon  by  an  adminis- 
trative bureau,  and  the  policy  of  the  federal  govern- 
ment with  respect  to  this  matter  would  have  such  an 
important  bearing  upon  the  financial  well-being  of 
our  railroad  system,  as  a  whole,  that  it  should  not 
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be  left  to  an  administrative  agency  to  determine  in 
any  particular  case.  In  justice  to  all,  there  should 
be  some  fixed  proportion  of  stock  to  bonds.  For  sake 
of  illustration,  that  proportion  might  be  fixed  at  50 
per  cent;  and  no  corporation  might  thereafter  pro- 
portionately increase  its  issues,  either  of  stocks  or 
bonds,  in  excess  of  one  half  of  its  total  capitalization. 

If  the  funded  debt  might  be  lawfully  increased,  it 
could  take  the  form  of  a  mortgage  bond  or  of  a  deben- 
ture. The  market  price  of  a  mortgage  bond  is 
strengthened  by  the  investment  of  income  in  better- 
ments, while  the  market  price  of  a  debenture  may  be 
unfavorably  affected  by  an  excessive  appropriation 
for  this  purpose.  Here,  again,  shall  the  supervising 
agency  intervene  in  favor  of  one  form  or  another  of 
such  securities?  if  so,  shall  this  be  done  at  the  will 
of  individual  officials  or  in  accordance  with  distinct 
legislative  provisions  ? 

Intervention  in  favor  of  the  investor  is  hardly 
warranted.  Caveat  emptor  is  the  warning  to  him. 
It  is  only  in  protection  of  our  political  rights  that 
intervention  by  the  federal  authority  is  justifiable, 
and  then  only  when  it  can  be  shown  that  interstate 
traffic  is  burdened  by  charges  unreasonably  high 
in  order  to  apply  to  betterments  an  undue  proportion 
of  the  income  derived  directly  from  that  traffic.  For, 
over  traffic  within  a  state,  federal  supervision  should 
not  prevail. 
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If  we  are  disposed  to  light  our  onward  path  by  the 
lamp  of  experience,  we  may  refer  to  certain  experi- 
mental legislation  in  the  regulation  of  the  issue  of 
railroad  securities.  In  1893,  the  Texas  legislature 
passed  a  Stock  and  Bond  Law  under  which  the  Rail- 
road Commission  valued  at  $183,500,000  railroad 
properties  which,  for  purposes  of  taxation,  had  been 
assessed  at  $420,000,000,  an  amount  which  exceeded 
the  par  value  of  its  total  capitalization.  In  1907,  the 
law  was  pronounced  a  success  by  a  special  employee 
of  the  Interstate  Commerce  Commission.  He  said 
that  it  had  not  been  devised  as  a  basis  for  rate-making, 
but  to  fix  a  limit  to  the  issue  of  securities.  In  1910, 
this  law  was  further  amended  by  providing  that  no 
new  securities  could  be  issued  without  the  acceptance 
of  a  prior  lien  for  all  unsettled  debts  of  the  railroad 
company.  In  consequence,  the  foreclosure  sale  of  a 
bankrupt  corporation  was  suspended,  which  it  was 
proposed  to  reorganize  with  an  issue  of  $24,000,000 
on  a  property  which  was  assessed  for  taxation  at 
$35,000,000. 

There  are  other  financial  details  to  which  these 
remarks  as  to  federal  supervision  would  apply:  as 
to  stock  dividends  and  the  sale  of  new  issues  to  stock- 
holders below  the  market  value,  as  to  the  proportion 
between  common  and  preferred  stock,  as  to  cumula- 
tive dividends,  as  to  bonds  convertible  into  stock, 
as  to  equipment  trust  obligations,  and  as  to  the  so- 
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called  "short-term  notes,"  —  that  novel  form  of 
security  devised  to  tide  over  a  period  of  financial 
stress  and  to  be  later  converted  into  a  more  perma- 
nent evidence  of  debt.  These  expedients  for  increas- 
ing or  changing  the  capitalization  of  a  railroad  cor- 
poration are  here  merely  alluded  to  as  suggesting 
the  complexity  of  details  which  federal  authority 
would  encounter  in  supervising  the  issue  of  new 
securities;  but  the  fundamental  proposition  with 
which  such  supervision  is  to  deal  is  the  rate  of  profit 
that  shall  be  declared  upon  any  capitalization,  whether 
it  be  in  the  nature  of  an  interest  charge  or  a  dividend. 
When  the  federal  government  undertakes  the  super- 
vision of  the  issue  of  railroad  securities,  its  influence 
will  at  once  become  a  potent  factor,  not  only  in  Wall 
Street,  but  also  in  the  international  money  markets. 
The  money  that  is  procured  in  Wall  Street  for  invest- 
ment does  not  come  from  millionaires,  but  from  the 
savings  of  the  humble,  gathered  first  into  savings 
banks.1  Through  brokers  the  funds  so  accumulated 
reach  the  syndicates  that  underwrite  the  new  capital- 
ization. It  is  the  syndicate  bankers  who  have  made 
this  form  of  incorporating  capital  possible  and,  by 
their  international  combinations,  they  are  enabled  to 
divert  the  savings  of  nations  the  world  over,  wherever 

1  The  deposits  and  surplus  of  the  savings  banks  in  New  York 
City  alone,  in  1910,  were  one  half  greater  than  the  entire  capital  and 
surplus  of  all  the  other  banks  and  trust  companies  in  that  city. 
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there  is  promise  of  safe  and  profitable  investment. 
For  these  international  banking  houses  are  morally 
the  guarantors  of  the  investments  which  they  recom- 
mend. 

Federal  supervision  will  not  be  influenced  by  eco- 
nomic considerations,  but  by  political  ones.  It  will 
not  be  exercised  from  the  point  of  view  of  the  railroad 
management,  of  the  banker,  of  the  investor,  but 
from  that  of  the  politician,  of  the  vote  seeker.  For 
this  reason,  the  treatment  in  each  case  will  be  sub- 
jected to  partisan  scrutiny.  The  decisions  of  the 
supervising  bureau  will  be  the  object  of  suspicion 
and  attack  in  the  political  world  and  an  incitement 
to  disturbance  in  the  world  of  affairs.  That  this 
would  be  the  outcome  of  federal  supervision  of  the 
finances  of  our  national  railroad  system  is  to  be  inferred 
from  the  avowed  purpose  of  the  propaganda  in  its 
behalf,  which  is  to  avert  the  evil  consequences  of 
corporate  power  by  controlling  the  sources  of  cor- 
porate revenue.  The  field  for  such  supervision  is  vast. 

In  1904,  the  Census  Bureau  estimated  the  income- 
producing  investments  in  the  United  States  at  about 
$81,000,000,000,  of  which  about  $11,000,000,000  was 
in  railroad  property.  If  the  same  proportion  has  been 
maintained  to  the  present  time,  nearly  14  per  cent 
of  the  total  income-producing  investments  of  the 
country  would  become  subject  to  federal  control  as 
to  its  rate  of  profit.  Limitation  of  profit  may  be  all 
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right  if  it  were  applied  in  advance  to  the  investment 
by  capitalists  in  securities  that  they  could  take  or 
not  as  they  pleased.  It  is  another  matter  where 
capital  has  already  been  invested.  And  when  that 
investment  has  absorbed  the  savings  of  many  hundreds 
of  thousands  of  wage  earners,  the  rate  of  profit  upon 
it  becomes  a  matter  of  interest  to  so  many  of  our 
citizens  that  it  far  transcends  in  importance  any  other 
consideration  of  its  ulterior  purposes  to  which  the 
dividend  fund  may  be  applied.  It  has  been  esti- 
mated that,  in  1908,  the  investment  of  savings  banks 
in  railroad  securities  amounted  to  $618,000,000. 
Well  may  the  appeal  be  made  to  our  federal  law- 
makers that  they  should  not  penalize  the  little  savings 
of  the  humble  ! 

Nor  should  they  penalize  the  ultimate  investors  in 
foreign  lands;  for  their  savings  also  are  largely  in- 
vested in  our  railroad  securities.  Mr.  George  Paish, 
editor  of  The  Statist,  estimated  that,  on  July  i,  1908, 
the  investment  of  British  capital  in  American  railroads 
amounted  to  about  $3,000,000,000.  If  this  state- 
ment applied  to  our  system  alone,  then  about  one 
fifth  of  its  securities  are  held  in  Great  Britain.  He 
did  state  specifically  that,  for  one  year  to  June  15, 
1909,  $67,000,000  of  British  capital  had  been  invested 
in  the  United  States,  out  of  a  total  foreign  investment 
of  $850,000,000.  More  recently  very  considerable 
issues  of  our  railroad  securities  have  been  placed  in 
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France,  whose  financiers  invest  annually  an  average 
of  about  $500,000,000  in  foreign  countries.  It  is 
over  this  vast  field  of  railroad  finance  that  it  is  pro- 
posed to  extend  federal  supervision. 

Not  only  to  the  present  effect  of  such  supervision 
should  our  attention  be  directed,  but  also  to  its  effect 
upon  the  future  requirements  of  our  railroad  system, 
if  that  system  is  to  keep  pace  with  the  industrial 
development  of  the  country  at  large.  In  1906,  Mr. 
James  J.  Hill  called  public  attention  to  the  fact  that, 
in  the  previous  ten  years,  the  ton-mileage  of  our 
railroad  system  had  increased  no  per  cent,  while  the 
railroad  mileage  had  increased  but  20  per  cent. 
From  1905  to  1908,  the  ton-mileage  increased  an 
additional  17  per  cent  and  the  railroad  mileage  but 
6  per  cent.  Of  that  total  railroad  mileage  of  over 
240,000  miles,  not  9  per  cent  was  double  track.  Mr. 
Hill  estimated  the  future  financial  requirements  of 
the  national  system  at  $1,100,000,000  annually,  if 
its  facilities  were  to  be  extended  to  provide  ade- 
quately for  the  increasing  traffic. 

When  we  think  of  the  hundreds  of  millions  that 
have  been  expended,  with  this  end  in  view,  in  the 
city  of  New  York  alone,  and  the  similar  requirements 
in  other  cities;  when  we  recognize  the  necessity  for 
locomotives  of  greater  power,  for  freight  cars  of  larger 
capacity,  and  for  passenger  cars  of  steel  to  replace 
those  of  wood,  —  we  must  perceive  that,  without  build- 
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ing  a  mile  of  new  line,  the  betterment  of  the  exist- 
ing mileage  may  well  call  for  another  $1,100,000,000 
annually.  Nor  does  this  estimate  include  the  enor- 
mous cost  of  replacing  steam  with  electricity  on  our 
railroad  lines,  a  transformation  which  is  as  steadily 
pressing  for  recognition  as  did  the  substitution  of 
steel  rails  for  iron,  and  iron  bridges  for  wooden.  All 
these  betterments  and  this  new  construction  will  call 
for  additional  capital;  and  what  shall  be  the  policy 
that  is  to  govern  the  supervision  of  the  enormous 
volume  of  securities  that  must  be  marketed  to  pro- 
vide it  ? 

If  only  the  relations  of  railroad  companies  to  inter- 
state commerce  are  the  legitimate  objects  of  federal 
legislation,  how  is  that  regulation  to  be  applied  to  the 
affairs  of  a  corporation,  of  whose  revenues  a  large 
part  is  derived  from  traffic  not  subject  to  such  regu- 
lation ?  If  the  purpose  be  to  remove  that  menace  to 
our  political  rights,  the  illegitimate  use  of  inordinate 
corporate  power,  by  a  diminution  of  the  profits  de- 
rived from  railroad  service,  then  only  that  part  of  the 
profits  which  has  been  derived  from  interstate  com- 
merce is  legitimately  within  the  scope  of  federal 
regulation. 

If  the  purpose  be  to  repress  the  power  of  the  rail- 
road companies  by  depleting  their  treasuries,  the 
return  to  the  general  public  of  that  share  of  their 
profits  to  which  they  are  not  justly  entitled  might 
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be  more  readily  secured  by  that  device  so  dear  to 
modern  government  financiers,  a  graduated  tax, 
proportioned  to  the  amount  of  gross  revenue  that 
each  derived  from  interstate  traffic.  If  such  a  tax 
could  be  levied  within  constitutional  limitations,  it 
would  be  free  of  the  objection  that  it  infringed  upon 
the  sources  of  taxation  which  should  rightfully 
be  reserved  to  the  states.  The  vexed  questions 
would  also  be  avoided  of  the  valuation  of  property, 
of  the  distinction  between  charges  to  betterments  and 
to  maintenance,  and  between  stocks  and  bonds  as 
representing  capitalization.  If  such  a  solution  of 
this  political  problem  be  practicable,  the  whole  situa- 
tion would  be  greatly  simplified.  Is  it  necessary  to 
fall  back  upon  that  last  resort  in  our  federal  republic, 
a  constitutional  amendment,  in  order  to  restrict  the 
future  excesses  of  corporate  power  in  the  accumula- 
tion of  wealth  ? 

Arguments  in  condonation  of  past  wrongdoing 
do  not,  however,  apply  to  the  future.  In  that  field, 
the  lessons  of  experience  may  be  utilized  with  profit. 
President  Taft  had  this  in  view  in  his  efforts  to  pro- 
cure Congressional  action  in  support  of  the  provision 
in  his  party  platform  favoring  "such  national  legis- 
lation and  supervision  as  will  prevent  the  future  over- 
issue of  stocks  and  bonds  by  interstate  carriers." 
Although  the  President  only  succeeded  in  obtaining 
authority  for  the  appointment  of  a  commission  to 
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investigate  the  subject,  legislative  action  for  the  same 
purpose  had  already  been  taken  by  several  states, 
and  especially  by  the  state  of  New  York.  The  re- 
sults in  that  state,  in  a  particular  case,  are  of  such 
interest  and  value  in  forming  an  opinion  on  this 
subject  as  to  warrant  its  extended  consideration. 

The  Public  Service  Commission,  which  has  direct 
supervision  of  corporations  engaged  in  any  public 
service  in  the  city  of  New  York,  has  been  endowed 
with  almost  plenary  powers  and  authority  over  all 
their  operations.  It  so  happened  that  the  Inter- 
borough-Metropolitan  Company,  which  virtually  con- 
trolled the  passenger  transportation  service  in  that 
metropolis,  had  been  overtaken  by  financial  mis- 
fortunes. In  the  ensuing  judicial  proceedings  there 
was  disclosed  a  condition  of  corporate  affairs  that  is 
unique  in  its  complexity ;  a  complexity  which  can  be 
comprehended  only  approximately  even  by  a  careful 
study  of  the  appended  diagram.1 

The  Interborough-Metropolitan  Company  is  a 
"holding  company";  one  of  the  modern  financial 
devices  for  utilizing  corporate  privileges  to  secure 
control  of  other  corporations  by  exchange  of  shares 
with  their  shareholders.  The  purpose  of  its  pro- 
jectors was  to  monopolize  the  public  passenger  service 
of  the  city,  and  in  this  it  virtually  succeeded,  above  the 
streets,  beneath  them,  and  on  their  surface,  even  to 
1  See  Appendix  No.  VI. 
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the  public  cab  service.  Its  outstanding  capitaliza- 
tion of  $221,000,000  consisted  of  $138,000,000  in 
stock  and  about  $83,000,000  in  bonds,  which  was 
invested  directly  in  two  other  companies.  One  of 
these,  the  Interborough  Rapid  Transit  Company,  had 
constructed  and  had  leased  the  subway  system  belong- 
ing to  the  municipality  and  had  also  leased  the  elevated 
railway  system.  It  also  controlled  five  other  traction 
corporations,  a  realty  company,  and  a  construction 
company.  The  other  company,  the  Metropolitan 
Securities  Company,  was  merely  a  holding  company ; 
through  which  control  was  exercised  directly  over 
four  street-car  lines,  an  electric  battery  company,  and 
a  construction  company,  over  the  cab  service  through 
the  New  York  Transportation  Company,  and  in- 
directly over  the  surface  road  system  through  the 
New  York  City  Railway  Company. 

The  New  York  City  Railway  Company  owned 
about  a  mile  and  a  half  of  track  in  the  Borough  of 
The  Bronx,  but  through  this  company,  as  a  subsidiary 
holding  company,  the  Metropolitan  Securities  Com- 
pany controlled  the  entire  system  of  surface  lines, 
not  only  in  that  borough  but  also  in  the  Borough  of 
Manhattan.  With  a  capital  of  $13,000,000,  the 
New  York  City  Railway  Company  dominated  the 
Metropolitan  Street  Railway  Company,  which,  with 
a  capital  of  $41,604,000,  operated  the  property  of 
fourteen  corporations,  and  the  Third  Avenue  Railroad 
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Company  which,  with  a  capital  of  $58,000,000, 
operated  the  property  of  ten  others.  Taking  them 
altogether,  the  Interborough-Metropolitan  Company 
controlled  the  affairs  of  forty-eight  corporations. 

In  December,  1906,  a  non-resident  stockholder  in 
the  Metropolitan  Securities  Company  entered  suit 
in  the  United  States  Circuit  Court  in  the  city  of  New 
York  to  test  the  legality  of  the  merger  of  that  com- 
pany with  the  Interborough-Metropolitan  Company, 
under  a  section  of  the  Stock  Corporation  Act  of  the 
state  of  New  York  which  provided  that  "no  domestic 
stock  corporation  and  no  foreign  corporation  doing 
business  in  this  state  shall  combine  with  any  other 
corporation  or  persons  for  the  creation  of  a  mo- 
nopoly or  the  unlawful  restraint  of  trade,  or  for  the 
prevention  of  competition  in  any  necessity  of  life." 
The  complainant  alleged  that  the  Interborough-Met- 
ropolitan Company  was  formed  to  monopolize  the 
business  of  passenger  transportation  in  Manhattan 
and  The  Bronx ;  that  by  entering  into  this  illegal  com- 
bination, the  directors  of  the  Metropolitan  Securities 
Company  had  "put  themselves  in  a  position  where 
there  is  no  incentive  to  increase  the  earnings  of  the 
company" ;  and  that  it  was  to  the  interest  of  the  other 
parties  to  the  merger  to  divert  traffic  from  the  surface 
roads  and  thereby  reduce  the  earnings  of  the  Metro- 
politan Securities  Company.  The  Interborough-Met- 
ropolitan Company  and  the  other  parties  defendant 
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denied  the  illegality  of  the  merger  and  asserted  that 
there  could  be  no  competition  between  the  elevated, 
the  surface,  and  the  subway  lines.  The  court  over- 
ruled their  demurrer,  and  incidentally  expressed  the 
opinion  that  everybody  in  Manhattan  and  The  Bronx 
had  either  to  ride  on  one  of  these  lines  or  walk  or 
hire  a  carriage. 

The  publicity  given  to  this  litigation  attracted 
to  it  the  attention  of  the  Public  Service  Com- 
mission and,  in  July,  1907,  that  Commission  began 
an  investigation  of  the  entire  Interborough-Metro- 
politan  merger,  which  was  continued  at  intervals 
until  the  latter  part  of  May,  1908.  In  this  investi- 
gation disclosure  was  made  for  the  first  time  of  the 
remarkable  network  of  corporate  affiliations  before 
mentioned.  In  the  formation  and  financing  of  the 
Interborough-Metropolitan  Company,  it  would  seem 
that  every  device  had  been  employed  which  financial 
and  legal  ingenuity  and  experience  could  suggest  either 
to  create  fictitious  securities  or  to  foist  them  upon 
innocent  purchasers,  and  that  too  by  combinations 
among  men  of  reputed  integrity.  Space  will  only 
permit  of  detailed  reference  to  a  few  of  these  remark- 
able transactions,  and  especially  in  connection  with 
the  system  of  surface  roads. 

The  surface  roads  in  the  Interborough-Metropolitan 
system  comprised  130  miles  of  overhead  trolley  lines, 
1 08  miles  of  underground  trolley  lines,  and  34  miles 
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of  horse-car  lines;  a  total  of  272  miles,  capitalized 
at  $37,000,000,  or  an  average  of  about  $135,000 
per  mile.  The  Twenty-third  Street  Railway,  an 
underground  trolley  line,  1.93  miles  in  length,  was 
capitalized  at  $1,690,165;  another  underground 
trolley  line,  0.47  of  a  mile  long,  the  Thirty-fourth 
Street  Crosstown  Railroad,  at  $6,472,287,  and  the 
Fulton  Street  Railroad  Company,  a  horse-car  line, 
four  tenths  of  a  mile  long,  at  $2,533,000  with  net 
earnings  in  1905-1906  of  $2000.  For  comparison, 
it  may  be  mentioned  that  the  Subway  system, 
with  single-track  mileage  of  71.4  miles,  had  been 
constructed  under  the  supervision  of  the  Rapid 
Transit  Commission  at  an  average  cost  of  $986,423 
per  mile. 

Efforts  to  ascertain  the  actual  cost  of  the  surface 
roads  were  frustrated  by  the  admitted  destruction  of 
all  the  account  books  dated  prior  to  their  lease  in  1902 
to  the  New  York  City  Railway  Company.  Some 
light,  however,  was  thrown  upon  certain  episodes  in  the 
financial  juggling  with  their  affairs.  The  Twenty- 
eighth  and  Twenty-ninth  Streets  Crosstown  Railroad 
Company,  a  line  2.83  miles  in  length,  had  been  sold 
under  foreclosure  proceedings  in  1896  for  $25,000,  and 
was  reorganized  with  a  stock  issue  of  $1,500,000  and  a 
bond  issue  of  like  amount.  Twelve  days  later,  the 
stock  was  exchanged  for  an  equal  amount  of  the  stock 
of  the  Metropolitan  Street  Railway  Company,  which 
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then  had  a  market  value  of  $250  per  share.  The 
bonds,  with  guarantee  by  that  company  of  principal  and 
interest,  were  quoted  at  120.  In  this  transaction,  a 
return  of  about  $5,400,000  was  made  on  an  investment 
of  $25,000!  The  Wall  and  Cortlandt  Street  Ferries 
Railway  Company,  a  corporation  with  only  an  unused 
franchise  and  a  capitalization  of  $2,000,000  in  stock 
and  bonds,  was  sold  in  1899  for  $200,000  to  a  purchaser 
who,  in  May,  1902,  resold  it  to  the  Metropolitan  Secu- 
rities Company  for  $965,000.  He  retained  $250,000 
and  the  remainder  of  the  purchase  money  was  di- 
vided among  five  members  of  the  inner  circle  which 
controlled  the  affairs  of  that  company.  The  fran- 
chise and  the  paper  securities  duly  figured  among  its 
assets  at  $2,000,000. 

The  New  York  City  Railway  Company,  which 
operated  a  petty  horse-car  line  in  The  Bronx,  was  the 
go-between  in  the  financial  relations  of  the  Metropoli- 
tan street  railway  system  and  the  Metropolitan  Securi- 
ties Company.  It  had  leased  the  Metropolitan  sys- 
tem in  1902  at  seven  per  cent  on  its  stock  and  its 
fixed  charges,  the  latter  company  being  already  les- 
see of  the  Third  Avenue  system  at  six  per  cent  on  its 
stock.  The  operation  of  the  surface  lines  under  this 
lease,  up  to  June  30,  1907,  had  resulted  in  a  reported 
deficit  of  $10,000,000,  including  about  $1,000,000  in 
lawyers'  fees;  though  in  the  investigation  by  the 
Commission  it  was  shown  that  the  actual  deficit  was 
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much  greater  in  amount.  This  discovery,  with  the 
incidental  disclosure  of  financial  irregularities,  induced 
a  judicial  aeration  of  the  doings  of  the  Interborough- 
Metropolitan  Company. 

On  September  5,  1907,  the  Interborough-Metropoli- 
tan  Company  failed  to  pay  the  usual  quarterly  divi- 
dend of  1 1  per  cent  on  its  preferred  stock  issue  of 
$52,000,000,  the  price  of  which  was  thereupon  quoted 
at  2  5^  per  cent.  On  the  25th,  the  New  York  City 
Railway  Company  confessed  insolvency  in  the  United 
States  Circuit  Court,  and,  on  applications  by  friends 
of  the  corporation,  receivers  were  appointed  to  provide 
for  the  liquidation  of  the  company's  indebtedness 
without  its  disintegration.  But  the  disintegration 
of  the  system  of  surface  roads  was  not  thereby  pre- 
vented, for,  on  October  8,  the  court  ordered  the 
receivers  to  default  on  the  rental  due  to  the  Third 
Avenue  Railroad  Company,  and  in  January,  1908, 
appointed  a  separate  receiver  for  that  system. 

The  intervention  of  minority  stockholders  in  the 
Metropolitan  Street  Railway  Company,  who  had  not 
exchanged  their  shares  for  those  of  the  Interborough- 
Metropolitan  Company,  apparently  stirred  the  receiv- 
ers of  the  New  York  City  Railway  Company  to  seek 
for  sums  of  money  alleged  to  have  been  diverted  in 
the  past  from  the  treasury  of  the  Metropolitan  Street 
Railway  Company.  Their  efforts  resulted  in  the 
reclamation  of  a  fund  of  $814,000  that  had  been 
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deposited,  but  a  few  days  before  the  application  for 
the  receivership,  with  a  banking  firm  that  was  inti- 
mately associated  with  the  affairs  of  the  Interborough- 
Metropolitan  Company.  The  receivers  next  sued 
the  Metropolitan  Securities  Company,  and  its  direc- 
tors during  the  first  two  years  of  its  existence,  for  an 
accounting  in  behalf  of  the  New  York  City  Railway 
Company.  Upon  the  petition  of  mortgage  creditors 
of  the  Metropolitan  Street  Railway  Company,  the 
court  dissociated  the  management  of  its  affairs  from 
that  of  the  New  York  City  Railway  Company  and, 
in  July,  1908,  appointed  a  separate  receiver  for  that 
company,  who  thereafter  conducted  the  litigation 
against  the  Metropolitan  Securities  Company. 

This  litigation  was  based  upon  certain  transactions 
in  which  the  Securities  Company,  in  1902,  had  taken 
debentures  of  the  railway  company  for  large  amounts 
and  discounted  them  at  70  per  cent;  making  that 
company  redeem  them  at  par  a  few  months  later, 
though  they  did  not  mature  for  nearly  ten  years. 
In  September,  1908,  judgment  was  entered  for  the 
entire  claim  of  $2,977,200  which,  with  interest, 
totaled  $5,271,000.  As  the  marshal,  in  execution  of 
the  judgment,  failed  to  find  any  property  of  the  Securi- 
ties Company,  recourse  was  in  order  personally  against 
the  directors  who  had  manipulated  both  sides  of  the 
transaction.  It  was  charged  that  the  payment  in 
redemption  of  the  debentures  had  been  made  at  a 
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time  when  it  was  known  to  them  that  the  railway 
company  was  facing  a  continually  increasing  deficit, 
and  when  its  assets  should  have  been  preserved  for 
the  benefit  of  its  creditors.  To  avoid  further  investi- 
gation of  their  past  relations  with  the  affairs  of  the 
surface  roads,  the  persons  whose  names  had  been 
connected  with  these  transactions  offered  in  com- 
promise of  all  claims  against  them  the  sum  of 
$5,500,000,  which  offer  was  accepted  and,  on  July  8, 
1910,  that  amount  was  paid  over  in  open  court.  With 
this  act  of  expiation,  the  sacrifice  of  the  corporate 
existence  of  the  Metropolitan  Street  Railway  Com- 
pany was  consummated  by  a  judicial  order,  under 
the  foreclosure  suit  of  September  25,  1907,  for  the 
sale  at  auction  of  all  of  its  property. 

The  disclosure  by  the  Public  Service  Commission 
of  the  transactions  connected  with  the  sale  of  the  Wall 
and  Cortlandt  Street  Ferries  Company  had  meantime 
impelled  the  directors  of  the  Metropolitan  Securities 
Company  to  bring  suit  against  the  persons  who  were 
alleged  to  have  participated  in  the  spoils.  The  matter 
was  also  brought  to  the  attention  of  a  grand  jury 
of  one  of  the  state  courts  which,  in  its  presentment, 
declared  that  it  had  been  unable  to  find  evidence 
showing  the  commission  of  a  crime  on  which  it  could 
act.  Nevertheless,  the  persons  implicated  therein 
compromised  the  civil  suit  against  them  by  making 
restitution  to  the  Metropolitan  Securities  Company 
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of  their  respective  shares  in  the  proceeds  of  the  sale, 
which,  with  interest,  amounted  to  $692,292. 

These  memorable  proceedings  present  almost  every 
financial  problem  that  can  arise  in  the  regulation  by 
law  of  the  public  service  rendered  by  a  private  cor- 
poration. Here  was  an  apparently  successful  scheme 
to  monopolize  the  entire  passenger  transportation 
of  a  metropolis,  not  for  the  profit  to  be  realized 
by  the  satisfactory  performance  of  that  service,  but 
for  that  to  be  derived  from  skillful  speculation  in 
corporate  franchises.  This  was  accomplished  through 
the  medium  of  a  holding  company,  that  device  so 
dear  to  the  monopolist,  which  in  the  magnitude 
of  its  capitalization  and  operations  vied  with  the 
Northern  Securities  Company.  Its  organization  was 
far  more  complex.  Its  auxiliary  holding  companies 
held  in  their  tentacles  a  series  of  public  service 
corporations,  nested  one  within  another  like  a  jug- 
gler's apparatus,  and  they  juggled  with  them  in  a 
similar  way. 

After  five  years  of  apparently  substantial  prosperity, 
in  the  full  enjoyment  of  the  corporate  privileges  that 
it  had  so  cleverly  assimilated,  with  its  stocks  and 
bonds  held  in  the  safe  deposits  of  .banks  and  private 
investors,  the  searchlight  of  the  Public  Service  Com- 
mission was  thrown  upon  the  facade  of  this  imposing 
structure  and  the  machinations  within  it  were  revealed. 
Nothing  more  was  required  than  to  give  publicity 
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to  its  history  and  its  present  status.  It  was  not 
necessary  for  the  Commission  to  assume  the  role 
of  a  prosecuting  agency.  The  ordinary  courts  proved 
themselves  fully  competent  to  do  substantial  justice 
to  the  public  and  private  interests  that  were  involved 
in  the  investigation.  Without  resort  to  further 
legislation,  without  an  intrusion  upon  their  jurisdic- 
tion by  administrative  bureaus,  without  the  creation 
of  additional  courts,  they  unearthed  a  series  of  cor- 
porate transactions  which  Mr.  Joseph  H.  Choate, 
counsel  for  the  receivers,  stigmatized  as  the  greatest 
financial  enormity  ever  committed  in  the  city  of  New 
York.  And,  in  connection  with  much-desired  legis- 
lative remedies  for  corporate  corruption,  it  is  worth 
noting  what  further  he  said.  In  denouncing  these 
transactions  as  fraudulent,  he  quoted  this  language 
of  Lord  Hard  wick:  "A  fraud  is  difficult  to  specify 
and  define.  It  is  indeed  a  part  of  equity  doctrine 
not  to  define  it,  lest  the  craft  of  men  should  find  a 
way  of  committing  fraud  which  might  escape  such 
a  rule  or  definition." 

The  hopes  of  the  friendly  petitioners  in  this  liti- 
gation had  been  sadly  blasted.  They  had  prayed 
for  a  receivership  to  provide  for  the  liquidation  of 
the  indebtedness  of  the  surface  road  system  without 
its  disintegration.  Its  indebtedness  had  been  liqui- 
dated by  the  sale  of  its  property  under  foreclosure 
proceedings,  and  its  consequent  dismemberment  had 
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ensued.  Justice  had  been  meted  out  to  debtors  and 
creditors,  but  in  rectifying  the  injustice  which  led  to 
its  disintegration  the  public  service,  which  had  been 
woefully  mismanaged,  was  thereby  thrown  into  con- 
fusion. The  general  privilege  of  transfer  from  one 
surface-car  line  to  another  without  additional  charge 
was  now  restricted.  Though  that  privilege  had  been 
so  lavishly  granted  as  seriously  to  diminish  the  cor- 
porate revenues,  it  was  so  valuable  to  the  masses 
that  it  had  necessarily  to  be  provided  for,  within 
reasonable  limits,  in  any  scheme  for  the  reorganiza- 
tion of  the  surface  road  system. 

In  such  a  reorganization,  the  Public  Service  Com- 
mission was  authorized  to  intervene,  and  the  result, 
in  this  instance,  is  a  valuable  object  lesson  in  the 
regulation  by  an  administrative  bureau  of  the  reor- 
ganization of  a  public  service  corporation.  The 
principal  surface  road  companies  that  had  been  con- 
trolled through  the  New  York  City  Railway  Com- 
pany were  the  Metropolitan  Railway  Company 
and  the  Third  Avenue  Railroad  Company;  though 
there  were  several  minor  corporations  that  had  been 
shed  off,  as  it  were,  in  the  foreclosure  proceedings 
and  which  were  now  operated  in  impecunious  isola- 
tion. 

As  the  Third  Avenue  Railroad  Company  had  been 
the  first  of  the  corporations  to  be  lopped  off  the 
decadent  stem,  its  reorganization  was  first  taken 
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in  hand.  That  company  had  been  capitalized  as 
follows :  — 

Stock $16,000,000 

First  mortgage,  five  per  cent 5,000,000 

Consolidated  mortgage,  six  per  cent 37,560,000 

Total  capitalization       '. $58,560,000 

The  consolidated  issue  was  further  secured  by  the 
pledge  of  all  the  stock  in  nine  subsidiary  corporations, 
the  property  of  the  New  York  City  Railway  Com- 
pany; and  the  road  had  been  leased  to  the  Metro- 
politan Street  Railway  Company  for  6  per  cent  on 
the  stock  and  the  interest  charges.  The  subsidiary 
corporations  had  been  operated  in  1906  at  a  loss  of 
$95,000. 

On  June  30,  1909,  a  committee  representing  the 
consolidated  bondholders  submitted  a  plan  of  reor- 
ganization to  the  Public  Service  Commission.  In  this 
plan,  the  questions  of  transfers  and  taxes  were  not 
considered,  as  the  power  of  the  Commission  with 
reference  to  transfers  was  being  litigated  and  the 
special  franchise  taxes  were  undergoing  revision.  In 
its  inception,  therefore,  this  plan  was  discussed  only 
as  to  the  basis  of  capitalization  and  the  earning  capac- 
ity of  the  property.  The  situation  in  these  respects 
was  indeed  so  discouraging  as  to  make  other  matters 
temporarily  negligible.  The  bondholders'  committee 
had  planned  the  formation  of  a  company  to  be  cap- 
italized as  follows :  — 
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Common  stock $20,000,00x3 

Bonds  in  three  classes       77,000,000 

Total  capitalization       $97,000,000 

The  stockholders  in  the  bankrupt  company  were  to 
be  permitted  to  exchange  their  shares  for  this  common 
stock  upon  paying  an  assessment  of  25  per  cent. 
The  old  first  mortgage  retained  its  priority.  The 
old  consolidated  issue,  with  accrued  interest  at  8 
per  cent,  was  to  be  exchanged  for  a  like  amount 
of  the  two  new  issues  in  certain  proportions.  The 
reorganization  syndicate  was  to  take  $6,000,000  of 
these  new  issues  at  one  half  their  face  value.  The 
remainder,  of  about  $25,000,000,  was  to  be  reserved 
for  subsequent  issue. 

Under  this  plan,  the  nominal  outstanding  capitali- 
zation would  be  increased  by  just  the  amount  of 
accrued  interest  that  had  been  capitalized ;  but  of 
this  new  capitalization  there  was  to  be  contributed 

By  stockholders $4,000,000 

By  the  syndicate $3,500,000 

$7,500,000 

and  this  additional  capital  was  to  be  applied  to  the 
rehabilitation  of  the  property.  The  former  interest 
charges  would  be  exceeded  by  40  per  cent  and  were 
more  than  double  the  net  earnings  under  the  receiver- 
ship. The  stockholders  were  to  be  deprived  of  voting 
power  until  the  accumulated  interest  had  been  paid. 
After  an  assessment  which  provided  for  over  half  the 
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estimated  cost  of  the  rehabilitation  of  the  property, 
they  would  acquire  no  other  interest  in  it  than  their 
equity  of  redemption  and  " expectations." 

There  were  two  other  interests,  the  bondholders  and 
the  public.  There  was  no  question  of  raising  the  rate 
of  fare,  but  of  maintenance  of  the  property.  If  that 
were  kept  in  order  and  properly  managed,  the  cor- 
poration was  fairly  entitled  to  the  profits  from  a  fixed 
fare.  But  here  the  interest  of  the  public  in  the  matter 
of  transfers  intervened  and  was  championed  by  the 
Commission,  as  also  incidentally  another,  that  of 
damage  claims  for  personal  injuries.  There  were  un- 
satisfied judgments  against  the  New  York  City  Rail- 
way Company  for  claims  of  this  character  amounting 
to  $1,500,000,  many  of  which  were  on  account  of 
casualties  on  the  Third  Avenue  lines.  These  creditors 
demanded  that  their  judgments  should  rank  as  oper- 
ating expenses  and  be  paid  out  of  the  gross  receipts 
before  any  payments  on  account  of  interest  charges. 

Counsel  for  the  committee  took  the  position  that, 
in  cases  of  reorganization  under  foreclosure  proceed- 
ings, the  Commission  was  not  authorized  to  pass  on  the 
securities  and  that  the  fixed  charges  on  the  property 
had  virtually  been  reduced  to  this  extent ;  that  the 
consolidated  mortgage  creditors  had  accepted  deben- 
ture bonds  for  a  part  of  their  claim,  thereby  reducing 
their  own  mortgage  lien  of  $37,560,000  to  $10,516,800 
and  the  total  fixed  charges  from  $1,879,400  to 
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$1,037,672.  It  was  further  asserted  that  there  was 
no  watering  of  stock,  but  an  exchange  of  new  for 
existing  stock  at  par  and  an  increase  of  stock  for  which 
cash  was  paid  at  par ;  that  this  was  a  matter  for  the 
present  stockholders  to  determine  for  themselves,  and 
not  for  the  Commission  to  decide.  There  was,  how- 
ever, this  real  objection,  on  behalf  of  the  public,  that 
in  the  effort  to  provide  for  the  interest  on  the  deben- 
tures, which  was  cumulative,  the  condition  of  the 
property  might  be  permitted  to  deteriorate  and  the 
service  become  less  efficient ;  and  the  proposed  plan  of 
reorganization  failed  to  receive  the  approval  of  the 
Commission. 

An  alternative  plan  was  then  proposed  by  which 
the  capitalization  was  increased  but  $1,456,000.  The 
present  stockholders  were  to  retain  their  stock  and 
provide  the  necessary  cash  capital  by  an  assessment  of 
45  per  cent  or  $7,200,000 ;  for  which  they  were  to  re- 
ceive a  like  amount  of  common  stock  and  $6,400,000 
of  an  issue  of  second  mortgage  bonds.  The  consoli- 
dated issue  was  to  be  exchanged  as  follows :  for  15 
per  cent  of  principal  and  10  per  cent  accrued  interest, 
common  stock;  for  25  per  cent  of  principal,  second 
mortgage  bonds ;  for  60  per  cent  of  principal,  deben- 
tures. The  result  on  this  basis  would  have  been  that 
the  stockholders,  who  had  contributed  all  the  cash 
required  for  the  rehabilitation  of  the  property,  would 
receive  four  per  cent  interest  on  88  per  cent  of  their  cash 
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contribution  and  "expectations"  for  the  remainder, 
or,  in  fact,  that  they  would  have  taken  their  share  of 
the  second  mortgage  bonds  at  1 1 2  per  cent ;  while  the 
consolidated  bondholders  would  have  been  equally 
well  secured  for  25  per  cent  of  their  principal,  with  a 
lien  on  the  remainder  of  the  net  earnings  sufficient  to 
pay  at  once  over  2\  per  cent  on  the  rest  of  their 
principal  and  a  majority  control  of  the  stock  for  their 
accrued  interest,  and  this  without  contributing  a  dol- 
lar to  the  rehabilitation  of  the  property. 

Counsel  for  the  committee  persisted  in  the  conten- 
tion that,  under  the  General  Railroad  Law  of  the  state, 
the  Commission  had  no  power  in  the  premises  except 
to  see  that  the  existing  capitalization  had  been  duly 
authorized  and  that  it  was  not  exceeded  in  amount  in 
the  proposed  reorganization.  The  Commission  was 
equally  persistent  in  asserting  its  authority  to  pass 
upon  the  intrinsic  merits  of  the  proposed  capitaliza- 
tion. In  pursuance  of  this  policy,  an  expert  account- 
ant was  employed  to  trace  the  uses  that  had  been 
made  of  the  proceeds  of  the  issue  of  consolidated  bonds 
which  were  represented  by  the  Reorganization  Com- 
mittee. The  accountant  reported  that,  of  this  issue 
of  $37,560,000,  at  least  $14,000,000  had  been  used  for 
purposes  other  than  as  declared  in  the  mortgage  or  for 
purposes  which  did  not  appear  in  the  company's 
records;  and  that  over  $7,000,000  had  been  spent  in 
the  purchase  of  stocks  in  two  subsidiary  companies 
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at  prices  which  totaled  an  excess  of  $1,125,000  above 
the  cost  at  market  quotations  on  the  recorded  dates 
of  purchase. 

The  hearing  before  the  Public  Service  Commission 
on  this  alternative  plan  ended  July  u,  1910 ;  but  while 
it  was  still  pending,  the  property  of  the  Third  Avenue 
Railroad  Company  had  been  purchased  at  foreclosure 
sale  by  the  Reorganization  Committee  for  $26,000,000, 
subject  to  the  first  mortgage  of  $5,000,000.  The 
Commission,  however,  disapproved  of  this  plan  of 
reorganization  also,  on  the  ground  that  the  actual 
value  of  the  property  did  not  warrant  the  amount  of 
the  proposed  capitalization.  It  held  that,  in  the  Act 
creating  the  Commission,  the  legislature  had  by  im- 
plication repealed  the  statutory  provisions  dealing 
with  the  reorganization  of  bankrupt  railroad  corpora- 
tions; and  that,  in  consequence,  the  details  of  the 
proposed  reorganization  were  subject  to  the  approval 
of  the  Commission. 

Upon  the  appeal  of  the  Reorganization  Committee, 
the  Appellate  Division  of  the  Supreme  Court  of  the 
State  of  New  York,  on  June  9,  1911,  overruled  the 
Commission.  The  Court  expressed  the  opinion  that 
the  reorganization  statute  had  not  been  repealed  by 
the  Public  Service  Commissions  Act  and,  therefore, 
that  the  power  of  the  Commission  was  limited  to 
determine  whether  the  issue  of  the  proposed  stock 
and  bonds  was  in  conformity  with  the  provisions  of 
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the  reorganization  statute,  for  the  purpose  of  the  dis- 
charge of  the  actual,  and  not  of  the  fictitious,  debts 
of  the  company;  and  whether  the  new  company  was 
duly  organized  or  became  vested  with  the  franchise 
and  property  of  the  bankrupt  corporation.  All  the 
justices  concurred  in  the  opinion  that  the  Public  Serv- 
ice Commission  was  not  vested  with  power  to  pass 
upon  the  plan  of  reorganization. 

Extended  consideration  has  here  been  given  to  the 
proposed  reorganization  of  this  company,  and  to  the 
financial  propositions  which  are  involved  in  the  super- 
vision by  an  administrative  bureau  of  the  reorganiza- 
tion of  a  public  service  corporation,  because  this  mat- 
ter has  been  made  prominent  in  connection  with  federal 
railroad  legislation.  It  will  be  seen  that  the  issue  here 
raised  is  fundamental  to  the  whole  question  of  the 
government  regulation  of  corporate  finance.  In  the 
hearing  on  the  reorganization  plan,  the  Commission 
asserted  its  power  to  inquire  into  the  purposes  to 
which  the  bankrupt  corporation  had  applied  the  pro- 
ceeds of  its  indebtedness  and  to  penalize  the  present 
holders  of  its  mortgage  bonds  for  its  past  misdeeds.  It 
further  undertook  to  safeguard  the  popular  demand  for 
transfers  and  to  champion  the  claims  of  a  subordinate 
class  of  judgment  creditors  as  conditions  precedent 
to  its  approval  of  any  reorganization  plan.  Pending 
this  assertion  of  the  prerogatives  of  the  Commission,  the 
property  of  the  bankrupt  company  was  sold  under  fore- 
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closure  and  purchased  by  the  mortgage  creditors  at 
seventy  per  cent  of  their  claim,  less  accrued  interest. 
The  intervention  of  the  Commission  had  so  far  ac- 
complished nothing,  except  to  deprive  the  stockholders 
of  any  further  interest  in  the  property. 

From  this  concrete  example,  certain  relevant  prop- 
ositions may  be  deduced.  There  are  evidently  two 
distinct  interests  to  be  considered  in  the  organization 
of  a  public  service  corporation,  that  of  the  investor 
and  that  of  the  public  in  general.  The  former 
interest  is  regulated  by  the  laws  of  the  state  from 
which  the  corporation  has  obtained  its  charter  and 
is  guarded  by  the  courts.  It  is  the  latter  interest 
which  is  still  in  jeopardy  for  lack  of  adequate  legis- 
lation. Again,  this  public  interest  is  of  a  twofold 
.character.  The  prevention  of  unjust  or  unreason- 
able charges  for  a  public  service  is  an  economic 
issue;  the  repression  of  inordinate  corporate  power 
is  a  political  issue.  This  issue  it  is  that  has  been 
made  prominent  in  recent  discussion  of  federal  rail- 
road regulation,  and  it  should  be  considered  apart 
from  the  economic  aspect  of  such  regulation,  in  so  far 
as  the  corporate  power  of  railroad  companies  may  have 
become  a  menace  to  our  political  rights.  The  ill- 
gotten  gains  recovered  in  the  reorganization  of  the 
surface  road  system  of  New  York  city  were  obtained, 
it  is  true,  through  the  unscrupulous  use  of  corporate 
powers;  but  they  were  not  derived  from  an  unjust  or 
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unreasonable  charge  for  a  public  service.  They  were 
the  fruit  of  adroit  manipulations  in  the  stock  market, 
plucked  from  individual  investors,  not  gleaned  from 
the  multitude  that  paid  for  the  service. 

It  is  well  that  some  means  should  be  provided  for 
ascertaining  whether  and  to  what  extent  the  general 
welfare,  as  distinguished  from  private  interests,  may 
be  involved  in  the  reorganization  of  public  service 
corporations;  and  for  the  protection  of  the  public 
interest,  when  found  necessary,  by  judicial  decisions 
furthered  by  appropriate  legislation.  Shall  the  state 
intervene  in  behalf  of  the  public  interest  by  means  of 
administrative  bureaus,  or  shall  it  leave  the  protection 
of  that  interest  to  the  lawfully  constituted  courts  ? 
Shall  each  case  of  corporate  reorganization  be  made 
the  occasion  for  an  investigation  into  past  financial 
transactions,  and,  if  so,  shall  the  rights  of  mortgage 
and  judgment  creditors  be  imperiled  by  the  lack  of 
administrative  approval  of  their  claims  in  the  reorgan- 
ization? When  that  approval  is  withheld  and  the 
property  is  sold  under  foreclosure,  shall  the  adminis- 
trative commission  arbitrarily  determine  the  amount 
of  new  capitalization,  or  shall  that  matter  be  deter- 
mined in  the  courts  ? 

After  discussing  the  whole  range  of  the  government 
regulation  of  railroad  finance,  either  in  the  formation  of 
new  corporations,  or  in  the  issue  of  additional  securi- 
ties, or  in  the  reorganization  of  bankrupt  companies, 
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there  is  also  to  be  recognized  the  necessity  for  a  clearly 
defined  line  of  demarcation  between  the  respective 
fields  of  action  of  the  several  states  and  of  the  federal 
government.  Just  as  the  states  have  reserved  to  them- 
selves others  of  their  sovereign  powers,  so  they  might 
very  well  claim  the  regulation  of  the  powers  and  privi- 
leges which  they  have  conferred  in  franchises  to  their 
own  corporations  for  the  performance  of  a  public  serv- 
ice, except  as  to  those  relations  to  interstate  com- 
merce which  are  manifestly  subject  to  the  authority 
specifically  delegated  to  Congress  in  the  Federal  Con- 
stitution. That  the  states  can  exercise  such  power 
of  regulation  intelligently  and  effectually  is  plainly 
evinced  by  the  proceedings  in  the  matter  of  the  dis- 
memberment and  reorganization  of  the  surface  road 
system  in  the  city  of  New'  York. 

The  exceptional  space  here  devoted  to  the  discus- 
sion of  problems  connected  with  the  federal  super- 
vision of  the  corporate  affairs  of  our  national  railroad 
system  may  be  excused,  since  this  issue  has  come  to 
dominate  the  whole  subject  of  railroad  regulation. 
Indeed,  it  has  virtually  withdrawn  general  attention 
from  problems  more  especially  pertaining  to  the  pub- 
lic service  that  the  railroad  companies  perform,  and  to 
which  more  exclusive  attention  will  now  be  given. 


CHAPTER  IX 

PROBLEMS    IN    CONSTRUCTION 

IN  passing  from  the  regulation  of  corporate  power  in 
general  to  the  regulation  of  corporate  power  as  applied 
specifically  to  a  public  service,  we  enter  a  field  that  is 
peculiarly  appropriate  to  the  intervention  of  an 
authority  superior  to  that  residing  in  the  board  of 
directors,  as  representing  the  inherent  corporate 
authority.  For  the  immediate  objects  to  which  cor- 
porate privileges  are  directed  by  banking,  commercial, 
and  industrial  companies  are  quite  different  from  those 
for  which  similar  privileges  are  desired  by  companies 
engaging  in  a  public  service.  Perhaps  it  will  be  well 
to  define  with  some  accuracy  what  we  mean  by  a  public 
service. 

There  are  public  services  for  which  the  time  and  the 
money  of  every  citizen  may  be  taxed  to  his  capacity, 
even  to  demanding  his  very  life ;  and  without  other 
remuneration  than  the  protection  afforded  to  his 
property,  his  family,  or  his  country.  But  these  serv- 
ices are  not  rendered  for  pecuniary  profit.  The 
public  services  which  were  primarily  performed  for 
immediate  profit  had  their  origin  in  a  private  service 
rendered  by  one  individual  to  another.  They  were 
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associated  with  the  transmission  of  commodities,  and 
the  compensation  was  paid  directly  by  the  person  for 
whom  the  service  was  performed.  This  was  the  case 
with  the  ferryman  at  a  stream  too  deep  to  be  forded 
and  with  the  nomad  chief  who  either  protected  a 
caravan  from  marauders  or  who  refrained,  for  a  con- 
sideration, from  plundering  it  himself.  In  either 
case,  in  the  days  when  money  was  unknown,  some 
portion  of  the  commodity  whose  transmission  was 
thereby  facilitated  was  exacted  as  a  toll  in  compensa- 
tion for  the  service  thus  rendered. 

Where  a  bridge  was  substituted  for  a  ferry,  the  toll 
was  retained ;  and  the  feudal  lord  in  the  Middle  Ages 
was  similarly  compensated  for  fulfilling  the  functions 
of  the  desert  chief.  As  civilization  advanced  and 
commerce  increased,  there  came  a  call,  in  the  general 
welfare,  for  relief  from  the  extortionate  demands  of 
those  who  claimed  a  monopoly  of  tolls  on  the  highways. 
This  call  was  responded  to  by  the  sovereign  power  of 
the  more  strongly  organized  governments  which  rose 
upon  the  subversion  of  the  feudal  seignories.  As  the 
European  communities  prospered  under  these  stronger 
governments,  the  merchant  ceased  to  transport  his 
wares  himself,  and  that  service  was  performed  for  him 
by  common  carriers ;  and  it  was  in  regulation  of  their 
privileges  that  the  precedents  originated  which  were 
later  formulated  in  the  law  of  common  carriers. 

The  maintenance  of  the  highways  was  not  regarded 
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as  a  public  service  until  this  stage  in  transportation 
had  been  reached.  For  ages,  throughout  the  civilized 
world,  the  King's  Highway  was  only  a  trail  along 
which  the  king's  couriers  passed,  and  it  was  rarely 
repaired,  save  in  anticipation  of  a  royal  progress. 
The  Romans  first  recognized  the  value  of  well-paved 
roads  as  a  military  measure.  Succeeding  generations 
were  content  to  use  those  which  they  made,  and  with- 
out repairing  them,  until  they  were  worn  out.  After 
the  subversion  of  the  feudal  system  in  England,  the 
main  lines  of  communication  were  kept  in  barely  pas- 
sable order  by  the  compulsory  labor  of  the  residents  in 
each  adjacent  parish,  until  the  advent  of  the  common 
carrier  made  their  maintenance  too  burdensome  as  a 
parochial  duty. 

Then  the  system  of  turnpike  trusts  was  devised,  by 
which  the  maintenance  of  the  highways  was  provided 
for  by  again  exacting-  tolls  from  the  common  carrier 
or  traveler.  It  was  through  the  organized  service  of 
these  trusts  and  under  the  supervision  of  such  engineers 
as  Telfair  and  Macadam  that  the  English  turnpikes 
became  the  models  which  were  followed  in  Continental 
Europe.  The  existence  of  such  highways  made  it 
possible  to  originate,  and  again  as  a  private  enterprise, 
the  stagecoach  service  which  superseded  the  post 
chaises  as  they  had  replaced  the  saddle  horse  and  the 
pillion  for  highway  travel.  The  maintenance  of  the 
highways  by  turnpike  trusts  was  the  outcome  of  cor- 
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porate  enterprise  in  the  performance  of  a  public  serv- 
ice. This  gave  occasion  for  their  parliamentary 
regulation,  and  collaterally  for  litigation  and  for  judi- 
cial decisions  in  which  the  law  of  private  corporations 
took  form  as  applied  to  a  public  service. 

Here  again  private  enterprise  intervened  in  the 
organization  of  another  form  of  transportation  to 
which  the  whole  world  has  been  indebted  for  its  mar- 
velous material  and  social  progress  since  the  era  of  the 
Napoleonic  wars.  The  introduction  of  steam  as  a 
motive  force  and  its  application  by  Watt  to  colliery 
pumping  engines  was  followed  by  its  adaptation  to  the 
textile  industries  and  by  an  enormous  increase  in  the 
output  of  the  British  collieries.  To  facilitate  the 
transit  of  their  products  to  the  canals  and  seaports, 
the  railway  was  devised;  and  the  profitable  use  of 
horse  power  in  transportation  was  thereby  largely  aug- 
mented. These  colliery  trams  were  private  ways  and 
permission  for  their  construction  over  private  prop- 
erty was  obtained  by  payment  for  "wayleaves,"  later 
known  as  " right  of  way." 

At  this  stage  of  development,  when  the  private 
tramways,  built  to  carry  coal,  were  being  incidentally 
utilized  for  the  carriage  of  travelers  and  their  wares  to 
and  from  market,  the  introduction  of  the  steam  locomo- 
tive brought  about  a  competition  with  horse  power  on 
them.  The  contest  was  of  short  duration.  The 
limits  of  endurance  and  of  the  speed  of  animals  had 
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not  been  sensibly  increased  for  thousands  of  years. 
The  substitution  of  steam  for  vital  energy  as  a  motive 
force  was  a  momentous  change.  It  marked  the  most 
important  advance  in  the  material  civilization  of  man- 
kind since  the  discovery  of  the  usefulness  of  fire.  The 
triumph  of  the  locomotive  over  horseflesh  opened  up  a 
vista  of  far  greater  facilities  for  communication.  The 
possibility  of  profit  by  the  transfer  of  the  business  of 
the  stagecoach  and  the  common  carrier  from  the  mac- 
adamized highway  to  the  railway  at  once  became  appar- 
ent. It  led  to  the  formation  of  corporations  avowedly 
to  render  this  public  service,  and  to  the  merger  under  a 
single  ownership  and  management  of  the  maintenance 
of  the  highway  and  the  conduct  of  the  traffic. 

Soon  after  the  service  which  was  performed  by  the 
private  tramways  of  Great  Britain  had  been  converted 
by  corporate  enterprise  into  a  public  service,  a  similar 
transformation  took  place  in  the  United  States.  For 
our  railways  had  also  a  contemporaneous  origin  as 
accessories  to  private  undertakings  in  the  carriage  to 
water  transportation  of  stone  from  quarries  and  of  coal 
from  mines,  and  in  the  movement  of  private  vehicles 
over  them  by  horse  power,  until  the  introduction  of 
locomotives  rendered  that  impossible.1  But  from  that 

1  The  use  of  horse  power  on  the  Philadelphia  and  Columbia  Rail- 
road by  individual  carriers  continued  from  1830  until  1844,  and  only 
ceased  in  1850  upon  the  Portage  Railroad  over  the  Alleghenies. 
"  When  Railroads  were  New,"  C.  F.  Carter. 
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point  there  was  a  parting  of  the  ways  between  English 
and  American  practice,  due  to  the  widely  differing 
environments  in  which  the  railway  systems  of  each 
country  were  respectively  developed.  The  English 
railways  were  built  to  compete  with  the  turnpikes  and 
canals  for  an  already  organized  public  service.  The 
earliest  railways  in  the  United  States  were  built  to 
provide  a  public  service  in  regions  in  which  such  a 
service  had  never  existed,  between  the  Atlantic  sea- 
board and  the  Mississippi  valley. 

The  causes  that  served  to  differentiate  the  develop- 
ment of  the  railway  systems  of  the  two  countries  like- 
wise affected  the  manner  of  their  regulation  by  the 
state.  In  a  country  which,  like  Great  Britain,  was 
well  supplied  with  excellent  highways,  the  claim  for 
legal  recognition  by  the  railway  projector  was  viewed 
as  an  invasion  of  the  vested  rights  of  those  with  whom 
they  would  compete  and  as  an  intrusion  upon  the 
privacy  of  the  gentry  whose  estates  his  line  was  to 
traverse.  For  such  reasons,  the  chartered  privileges 
which  were  sought  of  Parliament  were  jealously 
scrutinized  and  obstinately  opposed  by  these  powerful 
interests.  When  a  charter  was  granted,  the  route  was 
minutely  denned  within  narrow  limits  of  deviation. 
Highway  crossings  on  a  level  were  forbidden,  even 
where  heavy  expense  for  construction  was  thereby 
incurred ;  and  history  repeated  itself  in  the  enormous 
exactions  for  right  of  way  which  the  railway  com- 


266      PROBLEMS   IN  RAILWAY  REGULATION 

panics  suffered  from  the  country  gentry  who  were  the 
successors  of  the  feudal  barons  of  England. 

In  the  United  States,  the  railroad  projector  met  with 
a  more  cordial  reception.  Popular  opinion  was  re- 
flected in  the  franchises  that  were  lavished  upon  him. 
He  laid  out  his  route  as  he  pleased,  and  often  so  in- 
definitely that  simply  its  termini  were  declared.  The 
protection  of  highway  crossings  by  a  separation  of 
grades  was  not  thought  of.  "Look  out  for  the  engine 
when  the  bell  rings"  was  all  the  safeguard  that  was 
vouchsafed  to  the  traveler  by  highway.  Practically 
the  only  preliminary  restriction  in  the  early  charters 
was  in  the  provision  for  expropriating  private  property 
for  railroad  purposes. 

For  example,  the  charter  of  the  Baltimore  and  Ohio 
Railroad  Company,  granted  by  Maryland  in  1827, 
defined  its  route  as  "from  the  city  of  Baltimore  to 
some  suitable  point  on  the  Ohio  River,"  to  be  deter- 
mined by  its  board  of  directors,  who  were  further  em- 
powered to  make  "lateral  roads  in  any  direction  what- 
soever." In  crossing  highways,  the  road  was  to  be  so 
constructed  as  not  to  impede  the  passage  of  travelers. 
This  charter  served  as  a  model  for  those  thereafter 
granted  in  adjacent  states.  In  later  charters,  a  pro- 
vision was  usually  introduced  to  insure  the  commence- 
ment and  completion  of  the  line  within  certain  broad 
limits  of  time.  The  freedom  from  restriction  was 
shown  in  the  liberal  extension  of  the  privileges  of  a 
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charter  granted  by  one  state  for  the  construction  and 
operation  of  the  same  line  in  other  states.  It  even 
became  customary  to  include  in  a  charter  a  grant  of 
all  the  rights  and  privileges  contained  in  some  previous 
charter,  without  further  description.  Applications  for 
charters  became  so  numerous  in  some  of  the  states  as 
to  obstruct  other  legislative  business,  and  relief  was 
sought  by  the  passage  of  a  general  railroad  law,  as  in 
New  York  in  1850  and  in  Massachusetts  in  1855. 
These  laws  were  intended  to  facilitate  incorporation, 
and  did  not  prohibit  the  granting  of  special  charters. 
In  Kansas,  in  1857,  a  special  charter  was  granted 
three  days  after  the  passage  of  a  general  railroad  law, 
without  reference  to  its  existence. 

It  may  be  said  that,  in  general,  the  choice  of  a  route 
for  a  railroad  and  the  manner  of  its  construction  and 
operation  were  virtually  unregulated  by  law  down  to 
the  time  of  the  Civil  War,  a  period  which  has  already 
been  denned  as  the  formative  period  of  our  national 
railroad  system.  During  the  Civil  War,  the  state 
governments  had  matters  of  far  greater  importance  to 
attend  to  than  the  regulation  of  railroad  construction 
and  operation.  The  federal  government  had  not  as 
yet  recognized  the  existence  of  railroads,  except  as  con- 
tractors on  post  routes.  The  Union  Pacific  Railroad 
Company  was  incorporated  under  a  federal  charter 
in  1862,  and,  in  1866,  Congress  authorized  railroad 
companies  to  transport  passengers  and  freight  from 


one  state  to  another  and  "to  connect  with  roads  of 
other  states  so  as  to  form  continuous  lines  for  the 
transportation  of  the  same  to  the  places  of  destina- 
tion." This  was  the  first  exercise  of  the  power  of 
Congress  over  interstate  commerce  in  connection  with 
railroad  traffic. 

With  the  return  of  peace  began  that  rapid  extension 
of  our  national  railroad  system  which  culminated  with 
the  financial  crisis  of  1873.  During  that  period  the 
Great  West  was  opened  up  and  the  Pacific  coast  was 
joined  with  iron  bands  to  the  Mississippi  valley.  In 
those  uninhabited  and  largely  unexplored  regions 
there  were  none  to  say  nay  to  the  locating  engineers. 
They  laid  out  their  routes  as  it  pleased  them.  The 
railroads  came  first  and  the  highways  afterward. 
Only  in  the  Eastern  States  was  there  an  effort  to  con- 
trol these  matters  in  the  public  interest.  In  Massa- 
chusetts especially,  where  land  was  more  valuable,  the 
country  densely  inhabited,  and  the  highways  more  fre- 
quented, a  map  of  the  proposed  route  had  to  be  sub- 
mitted to  each  town  government  and  was  made  the 
subject  of  a  public  hearing.  In  some  other  states 
there  was  a  formal  requirement  that  such  a  map  should 
be  filed  in  each  county  along  the  projected  route. 
Virtually,  however,  there  was  no  efficient  control  by 
the  state  governments  over  railroad  corporations, 
either  as  to  choice  of  routes  or  manner  of  construc- 
tion, until  their  regulation  in  other  respects  was 
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brought  about  by  the  conditions  already  described 
in  connection  with  the  history  of  this  period  of  their 
development. 

There  was  in  fact,  as  yet,  no  efficient  organ  of 
government  to  enforce  such  regulation,  had  it  been 
formulated.  Restrictive  legislation  does  not  act 
automatically.  There  must  be  some  administrative 
agency  charged  with  its  enforcement,  and  such  an 
agency  was  at  length  provided  in  the  railroad  com- 
missions which  were  created  in  many  states,  as  an 
outcome  of  the  popular  dissatisfaction  with  railroad 
management,  that  accompanied  the  financial  and 
physical  breakdown  of  the  national  railroad  system 
in  1873  and  its  subsequent  rehabilitation.  These 
commissions  were  created  primarily  as  agencies  for 
rate  reduction,  and  it  was  only  in  a  secondary  way 
that  their  activity  was  directed  by  appropriate  leg- 
islation to  regulation  of  the  railroad  service  itself. 
Competition  was  regarded  as  the  panacea  for  rate 
discrimination,  and  indiscriminate  competition  in  rail- 
road building  was  encouraged  as  a  potent  remedy  for 
this  evil.  State  legislation  which  originated  in  this 
period,  affecting  railroad  construction  and  operation, 
was  of  a  desultory  and  unsystematic  character, 
usually  prompted  by  local  considerations  and  from 
personal  motives. 

Rational  and  consistent  regulation  was  inaugurated 
with  the  passage  of  the  Interstate  Commerce  Act  in 
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1887.  It  was  at  first  confined  to  the  regulation  of 
traffic  and  of  rates  so  completely  that  the  Commis- 
sion, in  its  fourth  annual  report,  in  1890,  made  no 
reference  to  any  other  subject.  Action  had  already 
been  taken  by  Congress,  under  its  authority  over  inter- 
state commerce,  to  delegate  power  to  the  Secretary  of 
War  for  the  protection  of  traffic  on  navigable  streams 
from  obstruction  by  bridge  construction,  and  also 
other  action  for  the  prevention  of  cruelty  to  animals 
being  transported  by  rail  between  the  states ;  but  it 
was  only  from  the  year  1890  that  legislation  as  to  rail- 
road construction  and  operation  began  to  be  efficient. 

Up  to  that  time,  legislation  with  respect  to  railroad 
construction  had  been  mainly  confined  to  defining  the 
width  of  the  right  of  way.  In  a  few  states,  the  in- 
tended route  was  to  be  approved  by  the  railroad  com- 
mission, and  no  railroad  could  be  opened  for  traffic 
without  a  certificate  from  the  Commission  that  it 
could  be  operated  with  safety.  As  these  provisions 
had  not  been  adopted  by  any  other  states  up  to  1902, 
apparently  public  opinion  was  satisfied  with  the  very 
general  custom  of  an  annual  inspection  of  the  roads  in 
each  state  by  the  commission,  a  perfunctory  cere- 
mony which  was  usually  fulfilled  by  a  trip  over  the 
line  on  a  special  train. 

With  particular  reference  to  the  maintenance  of 
roadbed  and  structures,  there  had  been  some  require- 
ment as  to  inspection  of  bridges,  and  also  provisions 
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for  safety  at  railroad  and  highway  crossings;  but 
more  general  attention  had  been  given  to  fencing  live 
stock  off  the  track.  This  statement  summarizes  the 
usual  attitude  of  legislation  toward  the  regulation  of 
railroad  construction  and  maintenance  about  1890, 
and  the  statistical  report  on  this  subject  made  in  1902 
for  the  Interstate  Commerce  Commission  shows  no 
substantial  advance  in  the  subsequent  twelve  years 
toward  efficient  and  systematic  regulation  of  these 
matters  by  the  state  governments.  The  National 
Association  of  Railway  Commissioners,  which  held 
its  twenty-first  annual  session  in  1909,  had  not  up  to 
that  time  found  it  advisable  to  consider  any  subject 
connected  with  railroad  construction  except  that  of 
level  crossings. 

The  claim  of  the  railway  to  recognition  in  the  per- 
formance of  a  public  service  is  based  upon  its  providing 
speedy  and  reliable  means  of  transportation  for  per- 
sons and  things.  But,  as  in  all  propositions  con- 
cerning a  public  service  rendered  to  individuals,  there 
is  another  party  whose  interests  may  be  affected 
thereby,  and  that  is  the  public  in  general.  So,  before 
considering  the  service  rendered  to  individuals,  there 
is  something  that  may  be  said  in  the  general  interest 
as  to  the  regulation  of  that  service,  and  particularly 
with  respect  to  its  physical  features. 

The  general  welfare  is  involved  primarily  in  the 
character  of  the  franchise  granted  for  the  construction 
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of  a  railway,  beginning  with  the  intended  route.  In 
fact,  the  question  may  be  raised  as  to  permitting  the 
construction  of  a  certain  railroad  at  all.  That  ques- 
tion has  recently  been  raised  before  one  of  the  Public 
Service  Commissions  of  the  state  of  New  York.  In  one 
case,  the  Commission  refused  to  grant  the  so-called 
"certificate  of  necessity"  for  the  construction  of  an 
electric  railroad  from  Buffalo  to  Troy,  which  applica- 
tion had  been  strenuously  opposed  by  counsel  for  the 
New  York  Central  &  Hudson  River  Railroad  Company. 
He  contended  that  there  was  not  sufficient  business 
for  a  new  road  between  those  cities  and  that  a  corpora- 
tion attempting  its  construction  would  be  bankrupted 
before  its  line  could  be  put  in  operation.  A  dissenting 
member  of  the  Commission  took  the  position  that  "if 
any  project  is  a  proper  one  in  itself,  honestly  exploited, 
and  not  contrary  to  public  policy,  this  commission 
should  not  abandon  its  wise  course  of  permitting  in- 
vestors to  run  their  own  risks,  and  should  not  under- 
take in  a  paternalistic  spirit  to  pass  final  judgment 
upon  the  wisdom  or  unwisdom  of  it  as  a  proposed 
investment."  "It  is  our  business,  as  I  take  it,  to 
prevent  fraud  and  dishonesty,  and  to  stop  overcapi- 
talization wherever  possible  in  all  future  issues  of  public 
service  corporation  securities."  "When  we  take  the 
application  of  a  railroad  company  which  proposes  a 
perfectly  feasible  route,  and  decline  to  allow  capital- 
ists to  invest  in  it  because  in  our  opinion  it  will  not 
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pay,  we  are  setting  up  our  business  judgments  as 
against  those  who  are  most  interested."  This  opin- 
ion seems  to  express  the  conditions  that  should  affect 
the  grant  for  the  construction  of  a  railroad.  Such 
construction  should  have  some  regulation  in  the  pub- 
lic interest,  and  when  the  power  to  regulate  by  a  com- 
mission is  limited  to  granting  a  certificate  of  neces- 
sity, the  exercise  of  that  power  is  sufficiently  restricted 
by  the  intervention  of  an  appellate  court. 

Notwithstanding  the  attention  that  has  been  given 
to  railroad  regulation  in  the  past  forty  years  in  this 
country,  there  has  as  yet  been  no  systematic  treatment 
of  the  subject,  as  it  relates  to  the  realization  of  a  rail- 
road project.  It  is  interesting  to  note  in  this  con- 
nection the  manner  in  which  the  Japanese  applied  the 
ideas  that  they  had  derived  from  their  observation  of 
European  practice.  "In  their  general  railroad  law, 
they  have  divided  a  charter  into  three  successive 
stages,  preparatory,  constructive,  and  operative.  The 
projectors  of  a  railroad  scheme  submit  a  proposition 
as  to  a  route  with  a  declaration  of  its  advantages,  upon 
which  there  is  a  public  hearing,  and  if  the  proposition 
be  approved,  authority  is  given  to  make  a  survey  and 
to  present  a  definite  map  of  location  with  estimates  of 
cost.  Notice  is  then  given  that  the  project  is  open  to 
competition,  and  not  until  then  can  subscription  lists 
be  opened  by  the  competitors.  The  franchise  for 
construction  is  then  issued  to  the  highest  bidder. 
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When  the  road,  or  a  section  of  it,  is  reported  as  finished, 
it  is  carefully  inspected,  including  signalling  apparatus 
and  equipment,  and  the  final  charter  for  operation  is 
issued."  1 

There  are  features  of  construction  besides  that  of 
the  necessity  for  it  which  affect  the  general  welfare, 
and  among  them  perhaps  the  most  important  is  that 
of  highway  crossings.  The  regulation  of  this  matter 
should  begin  with  the  definite  location  of  the  rail- 
road line.  No  crossing  at  grade,  or  level  crossing, 
should  be  permitted,  save  with  the  sanction  of  the 
state  railroad  commission.  That  sanction  should 
specifically  define  the  conditions  under  which  each 
level  crossing  is  permitted ;  for  these  conditions  may 
vary  with  the  peculiar  circumstances  in  each  instance. 
A  crossing  of  some  little  frequented  road,  in  full  view 
for  a  considerable  distance  of  trains  approaching  in 
any  direction  over  a  wide  plain,  is  the  least  objection- 
able example  of  a  level  crossing.  Under  such  cir- 
cumstances, the  conditions  for  protection  to  way- 
farers may  be  limited  to  warning  sounds  from  an 
approaching  train  and  a  conspicuous  notice  to  "Stop, 
look,  and  listen!"  From  this  minimum  of  perilous 
circumstances,  the  probability  of  crossing  casualties 
increases  with  the  density  of  traffic  on  highway  and 
railroad,  and  with  concurrent  obstruction  of  view 
to  the  approaching  traveler.  As  these  probabilities 

1 "  Restrictive  Railway  Legislation,"  p.  39 
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of  danger  increase,  so  should  the  precautions  for  pro- 
tection. Nothing  short  of  a  warning  bell  at  the  cross- 
ing and  crossing  gates  controlled  by  a  watchman  can 
fulfil  this  requirement. 

Even  precautions  that  adequately  protect  a  crossing 
may  amount  to  a  serious  obstruction  of  the  highway 
as  trains  become  more  frequent  and  the  highway  traffic 
denser.  When  this  is  to  be  apprehended,  the  parting 
of  the  ways  is  imperatively  indicated.  At  this  point, 
we  reach  the  separation  of  level  crossings  in  existence. 
For,  with  the  increase  of  highway  and  railroad  traffic, 
in  many  cases  the  time  inevitably  arrives  when  the 
necessity  for  separation  becomes  imminent,  and  the 
general  welfare,  as  well  as  that  of  particular  interests, 
is  involved  in  the  mode  of  its  accomplishment.  The 
general  welfare  is  affected  when  the  embarrassment 
to  highway  or  street  traffic  becomes  burdensome  to 
adjacent  industrial,  mercantile,  or  real  estate  interests; 
and  that  embarrassment  is  unbearable  when  a  thor- 
oughfare, thronged  with  vehicles  and  pedestrians, 
may  be  almost  momentarily  obstructed  by  passing 
trains.  Under  these  circumstances,  who  should  deter- 
mine the  time  when  the  separation  of  the  ways  should 
be  undertaken  ?  We  may  assume  that  a  railroad 
company  will,  of  its  own  volition,  eliminate  any  level 
crossing  where  the  cost  of  its  accomplishment  can 
be  capitalized  for  an  amount  on  which  a  fair  rate  of 
interest  would  not  greatly  exceed  the  amount  incurred 


276     PROBLEMS   IN   RAILWAY   REGULATION 

in  the  adequate  protection  of  the  crossing.  It  is 
where  the  cost  of  separation  is  very  great  that 
the  railroad  company  hesitates,  and  its  hesitation 
is  emphasized  with  the  increasing  number  of  such 
crossings  in  the  suburbs  of  a  rapidly  prospering 
community. 

Railroad  companies  are  frequently  confronted  with 
applications  for  new  level  crossings,  which  they 
naturally  are  reluctant  to  grant.  Such  demands 
usually  come  from  some  person  whose  property  is 
traversed  by  the  railroad  line  or  are  made  in  the 
interest  of  a  suburban  real  estate  scheme.  As  a 
refusal  is  resented  and  opportunity  sought  for  reprisal, 
the  responsibility  for  decisions  thus  incurred  by  the 
railroad  company  ought  to  be  transferred  to  the 
railroad  commission,  which  should  grant  a  certifi- 
cate of  necessity  only  after  a  careful  investigation 
of  the  local  situation;  and  any  expense  incurred 
in  the  construction  of  such  a  crossing,  and  for  its 
adequate  protection,  should  be  borne  proportion- 
ately by  those  who  are  to  be  benefited  by  its 
establishment. 

Some  of  the  problems  arising  in  connection  with  the 
elimination  of  level  crossings  may  be  exemplified 
by  experience  in  the  state  of  New  York.  In  1906, 
there  were  8600  level  crossings  in  that  state,  on  rail- 
roads operated  under  conditions  varying  from  a 
branch  line  six  miles  in  length,  with  five  trains  a  day 
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and  twenty-three  crossings,  to  the  frequent  passage 
of  trains  through  long  avenues  in  the  city  of  New 
York,  crowded  with  street  traffic.  The  cost  of  elimi- 
nating every  one  of  the  8600  crossings  was  estimated 
at  about  $200,000,000.  Evidently  this  task  could 
not  be  undertaken  indiscriminately.  The  elimination 
of  a  level  crossing  is  not  essential  to  the  protection 
of  highway  traffic.  That  protection  can  be  ade- 
quately provided  at  any  level  crossing.  It  is  princi- 
pally required  to  avoid  obstruction  and  delay  to 
that  traffic.  Where  such  obstruction  is  most  griev- 
ous, there  the  greatest  necessity  exists  for  crossing 
elimination.  Where  the  streets  of  a  great  city  have 
extended  along  a  railroad  line,  there  is  but  one  solu- 
tion of  the  problem;  and  that  is,  a  complete  sepa- 
ration of  the  railroad  from  the  streets  by  overhead  or 
subway  construction. 

In  but  few  of  the  states  has  the  elimination  of  level 
crossings  been  even  approximately  regulated.  In  the 
effort  to  do  so,  preliminary  difficulties  were  en- 
countered, in  defining  the  conditions  which  should 
make  their  elimination  compulsory,  in  establishing 
a  definite  plan  which  would  be  satisfactory  to  all 
parties  in  interest  and  in  apportioning  the  cost  be- 
tween them.  In  1890,  the  legislature  of  Massa- 
chusetts placed  these  matters  under  the  supervision 
of  the  Board  of  Railroad  Commissioners,  with  power 
to  apportion  the  cost  between  the  railroad  company, 
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the  state,  and  the  city  or  other  corporate  commu- 
nity in  which  the  crossing  was  situated,  the  rail- 
road company  being  liable  for  65  per  cent  of  that 
cost.  In  eight  years,  to  1906,  the  state  had  con- 
tributed for  this  purpose  over  $6,600,000.  In  the 
city  of  Brockton  alone,  the  New  York,  New  Haven 
and  Hartford  Railroad  Company  spent  $1,500,000  on 
that  account. 

The  example  of  Massachusetts  was  followed  by  the 
state  of  New  York  in  1898.  Up  to  1907  inclusive, 
the  state  had  appropriated  on  this  account  $1,575,000. 
Only  $8720  of  this  amount  was  expended  in  the  city 
of  New  York,  which  was  apparently  left  to  bear, 
without  such  assistance,  the  enormous  expense  that  is 
involved  in  the  elimination  of  the  many  level  crossings 
that  exist  in  its  municipal  area.  The  conditions 
which  there  prevail  are  so  peculiar  that  special  legis- 
lation has  been  sought  to  meet  them,  though  as  yet 
without  success.  Meantime,  the  work  of  elimina- 
tion has  made  some  progress  under  special  agree- 
ments between  the  municipal  and  railroad  authorities, 
and  for  the  most  part  in  connection  with  the  electri- 
fication of  the  railroad  terminal  approaches.  The 
expense  attendant  upon  it  may  be  appreciated  by  the 
statement  that  the  elimination  of  91  street  crossings 
cost  the  Long  Island  Railroad  Company  $4,414,000, 
and  that  the  abolition  of  203  others  is  estimated  to 
cost  $12,000,000.  In  ten  years,  to  1908,  the  state 
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had  contributed  $817,000  toward  the  elimination  of 
1 60  crossings;  while  in  ten  years  to  January  i,  1910, 
the  Pennsylvania  Railroad  Company  had  separated 
673  out  of  1417  grade  crossings  on  574  miles  east  of 
Pittsburg.  On  January  i,  1908,  there  were  10,544 
highway  crossings  in  the  state  of  New  York,  of  which 
1698  had  been  separated  and  3676  were  assumed  to 
be  adequately  protected. 

If  it  be  important  to  do  away  with  highway  crossings 
at  grade,  it  is  far  more  imperative  that  this  course 
should  be  pursued  with  railroad  crossings.  For 
it  may  be  assumed  as  inevitable  that  eventually  each 
of  such  crossings  will  be  the  scene  of  a  dreadful 
catastrophe.  No  precautions  for  their  protection 
have  proved  to  be  reliable.  Defective  apparatus 
or  human  negligence  will,  at  some  time,  put  them  to 
naught.  There  is  but  a  single  remedy,  and  that  is 
the  capital  one  of  a  separation  of  grades ;  and  if 
no  level  highway  crossing  should  be  permitted  in 
new  construction,  save  with  the  specific  sanction  of 
the  proper  government  authority,  certainly  no  new 
railroad  line,  whether  steam  or  electric,  should  be 
permitted  to  cross  another  at  grade  under  any  cir- 
cumstances. 

The  prevention  of  unauthorized  intrusion  upon 
railroad  tracks  has  received  far  less  attention  than 
the  protection  of  level  crossings.  Yet  the  inter- 
state commerce  statistics  for  1909  show  that,  while 


the  casualties  at  highway  crossings  to  persons  who 
were  legitimately  there  numbered  621  killed  and  1619 
injured,  the  total  number  of  casualties  to  trespassers 
was  4944  killed  and  5759  injured.  Out  of  the  9289 
deaths  in  that  year  resulting  from  train  service,  over 
one  half  were  due  to  trespass.  It  is  not  so  much 
the  innocent  straggler  who  trespasses  as  the  way- 
farer who  seeks  to  shorten  his  journey  or  the  more 
or  less  criminal  wanderer  who  is  " beating"  his  way. 
If  this  distinction  in  trespassers  were  classified,  it 
would  probably  be  found  that,  in  most  of  these  cas- 
ualties, the  sufferers  were  vagrants. 

The  remedy  in  such  cases  is  not  protection,  but 
punishment;  yet  it  is  difficult  to  secure  penal  legis- 
lation specifically  directed  to  this  end.  Reliance  upon 
the  general  law  against  trespass  has  proved  to  be  fu- 
tile, as  neither  the  courts  nor  public  opinion  take  the 
matter  seriously.  There  is  no  lack  of  legislation  for 
the  prevention  of  trespass  by  live  stock.  Scarcely 
a  state  but  has  legislated  either  to  require  the  right 
of  way  to  be  fenced  or  to  make  the  railroad  company 
liable  for  injury  to  live  stock  where  its  line  is  unfenced ; 
but  the  prevention  of  intentional  trespass  by  specific 
statute  does  not  appear  to  exist  anywhere.  Even 
where  a  railroad  company  itself  has  taken  the  matter 
in  hand,  it  has  received  but  little  support  from  the 
police  authorities.  In  one  instance,  a  railroad  manage- 
ment that  somewhat  vigorously  expelled  intruders 
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incurred  the  enmity  of  neighboring  farmers,  who 
complained  of  annoyance  from  the  vagrants  that 
were  thereby  driven  to  the  highways.  The  rail- 
road companies  are  averse  to  taking  the  initiative 
from  experience  of  severe  retaliation  that  escapes 
detection.  The  efficient  remedy  is  applied  in  Euro- 
pean countries.  There  trespassing  on  railway  prop- 
erty is  regarded  as  disorderly  conduct  to  be  repressed 
by  the  police  and  to  be  penalized  accordingly. 
Even  the  traveler  at  a  station,  who  unwittingly 
crosses  a  track,  is  liable  to  prompt  arrest  and  a 
summary  fine.1 

With  general  reference  to  the  regulation,  by  a 
government,  of  the  details  of  railroad  construction 
as  distinguished  from  operation,  it  may  be  said  that 
such  regulation  should  be  confined  to  matters  which 
presently  affect  the  public  welfare,  apart  from  any 
personal  or  private  interests;  and  it  should  be  con- 
ducted on  such  broad  lines  as  not  to  become  a 
barrier  to  adventurous  enterprise  or  to  inventive 
genius.  Not  the  wisest  of  us  can  approximately 
predict  the  direction  or  the  extent  of  the  develop- 
ment of  our  railroad  system,  or  of  the  public  demand 
for  railroad  service. 

1  A  valuable  report  on  the  legislation  in  this  and  in  European 
countries  with  reference  to  grade  crossings  and  to  trespassing  on 
railroads  is  to  be  found  in  the  Proceedings  of  the  Twentieth  Annual 
Convention  of  the  National  Association  of  Railway  Commissioners, 
in  1908,  p.  74. 
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If  there  be  any  one  characteristic  that  should  pre- 
dominate in  railroad  construction,  it  would  seem  to 
be  that  of  a  uniform  gauge  of  track ;  yet  that  require- 
ment, so  essential  to  uninterrupted  communication, 
was  not  attained  for  sixty  years  after  transportation 
by  rail  had  become  a  recognized  public  service.  And 
that  uniformity  which  has  at  length  become  realized 
as  standard,  has  been  established  arbitrarily  from 
purely  commercial  considerations  and  in  opposition 
to  sound  technical  experience. 

The  "Battle  of  the  Gauges"  was  fought  out  con- 
temporaneously in  Great  Britain  and  in  this  country. 
The  original  gauge  of  the  English  railways,  of  4  feet 
8j  inches,  was  fixed  by  the  wheel  ruts  of  the  col- 
liery wagons.  When  these  were  used  on  the  tram- 
ways, they  were  kept  on  the  track  by  an  outer  ledge 
or  rim  cast  on  the  iron  plates  that  protected  the 
wooden  rails  from  abrasion.  When  this  rim  was 
transferred  from  the  track  to  the  wheel,  it  became 
known  as  a  flange,  and  the  distance  between  the 
flanges  of  the  wheels  on  the  same  axle  fixed  the  gauge 
of  the  subsequent  iron  railway. 

The  great  engineer,  Isambard  Brunei,  whose  range 
of  thought  was  not  restricted  by  precedent,  appre- 
ciated the  advantages  that  might  be  derived  from  a 
wider  gauge  and  planned  the  Great  Western  Railway, 
in  1835,  with  a  seven-foot  gauge.  On  this  gauge,  loco- 
motives were  operated  with  driving  wheels  of  eight  feet, 
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and  even  ten  feet  in  diameter  and,  as  early  as  1846, 
they  attained  a  speed  of  78  miles  per  hour.  Other  rail- 
ways were  built  with  a  five-foot  gauge,  and  the  battle 
of  the  gauges  attracted  such  general  attention,  that, 
in  1849,  a  royal  commission  was  authorized  to  investi- 
gate the  subject.  The  resistance  to  innovation  was 
too  strong  to  be  overcome.  In  1872,  a  third  rail 
was  introduced  on  the  broad  gauge  lines  to  admit 
of  the  passage  of  equipment  of  the  4-foot  8j-inch 
gauge,  but  it  was  not  until  1892  that  the  broad  gauge 
entirely  disappeared  from  Great  Britain.  As  a  result 
of  this  contest,  the  gauge  of  the  Irish  railway  system 
was  established  at  5  feet  3  inches,  that  being  an 
alleged  compromise  between  the  broad  and  the  stand- 
ard gauges! 

A  similar  contest  was  at  the  same  time  going  on  in 
this  country.  The  gauge  of  the  earlier  railroads  was 
fixed  at  4  feet  8j  inches  to  suit  the  locomotives  im- 
ported from  England,  but  when  the  first  road  was  built 
in  Ohio,  it  so  happened  that  an  American-built  loco- 
motive was  purchased  for  it  which  was  gauged  at 
4  feet  10  inches ;  and,  in  1838,  that  state  required  by 
law  that  all  future  construction  should  conform  to  the 
gauge  of  that  locomotive.  As  a  consequence,  for 
many  years  Ohio  had  an  isolated  railroad  system.1 
The  Erie  Railroad  was  constructed,  in  1839,  on  a  six- 
foot  gauge,  which  in  1864  was  extended  by  connections 

1 "  When  Railroads  were  New,"  p.  221. 


approached  the  point  of  molecular  disintegration  in 
puddled  iron,  and  the  length  of  bridge  spans  had  like- 
wise reached  the  limits  imposed  by  the  recognized 
factors  of  safety  in  structural  members  of  the  same 
material.  Yet  if  the  wheel  load  of  locomotives  and 
the  length  of  bridge  spans  had  been  definitely  estab- 
lished by  law  in  accordance  with  the  best  practice 
of  that  period,  that  very  fact  would  have  postponed 
the  era  of  reconstruction  which  followed  the  intro- 
duction of  Bessemer  steel  in  railroad  practice.  The 
same  may  be  said  of  the  use  of  reenforced  concrete. 
So  long  as  cement  was  used  merely  as  a  constituent 
of  mortar,  its  function  in  construction  was  of  a  sub- 
sidiary character ;  but,  with  the  combination  of  steel 
in  tension  with  concrete  in  compression,  a  new  field 
was  opened  up  in  railroad  engineering.  It  is  this 
combination,  in  connection  with  the  use  of  air  under 
pressure,  that  has  made  it  possible  to  connect  by  rail 
the  island  of  Manhattan  with  the  adjacent  shores. 
And  it  would  have  been  useless  to  undertake  these 
engineering  monuments,  had  it  not  been  for  the 
contemporaneous  substitution  of  electricity  for  steam 
as  a  motive  force. 

Here  we  arrive  at  a  critical  stage  in  the  discussion 
of  the  regulation  of  railroad  construction ;  for  elec- 
tricity is  destined  to  play  as  important  a  part  in  the 
evolution  of  transportation  by  rail  as  in  the  trans- 
mission of  signals  through  the  air.  All  the  observed 
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facts  sustain  this  assertion.  The  era  of  the  electric 
railway  practically  commenced  with  the  introduction 
of  electric  motors  on  a  street  railroad  in  Richmond, 
Virginia,  in  1887.  In  1888,  out  of  9689  miles  of  street 
lines,  289  miles  were  electrically  operated,  and  in  1892, 
5934  miles  out  of  11,629.  The  first  franchise  for  a 
railroad  to  be  operated  solely  by  electricity  was 
granted,  in  1893,  to  the  Northwestern  Elevated 
Railway  Company  of  Chicago. 

The  facilities  which  electric  power  afforded  for  cheap 
and  speedy  communication  encouraged  the  extension 
of  street  railways  into  suburban  districts,  but  opposi- 
tion to  the  overhead  trolley  gave  to  the  cable  system 
an  impetus  which  was  not  checked  until  about  1894, 
when  it  was  found  feasible  to  transmit  the  electric 
current  through  the  conduit  between  the  rails.  That 
year  was  also  marked  by  the  electrification  of  the 
elevated  railway  systems  in  New  York  and  Chicago, 
in  which  the  efficiency  of  the  third  rail  system  was 
practically  demonstrated;  and  the  electric  mileage 
was  now  13,598  miles  out  of  a  total  of  16,823  miles. 
The  inability  of  the  older  elevated  structures  to  sustain 
with  safety  the  concentrated  weight  of  a  heavy  motor, 
with  trailers  attached,  led  to  the  invention  of  the 
multiple  unit  system  in  which  the  power  was  applied  in 
several  cars  of  a  train  by  energy  controlled  from  a 
single  point. 

The  steam  railroad  companies  now  began  to  recog- 
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nize  the  advantages  to  be  derived,  under  peculiar 
circumstances,  from  the  use  of  electric  locomotives. 
The  first  of  these  was  operated  through  the  Belt 
Line  tunnel  of  the  Baltimore  and  Ohio  Railroad  in 
Baltimore,  in  1895.  The  first  interurban  railroad 
specially  constructed  for  electric  power  was  put  in 
operation  in  1894  between  Cleveland  and  Akron, 
Ohio,  a  distance  of  35  miles.  The  application  of 
electric  power  to  lines  of  considerable  length  was 
greatly  facilitated  by  improvement  in  the  trans- 
mission of  high-tension  alternate  current,  which  re- 
sulted from  the  generation  of  electric  current  by  water 
power  at  Niagara  Falls  in  1895.  From  this  period 
the  electrification  of  steam  roads  became  a  commercial 
proposition.  This  fact  was  forced  upon  the  attention 
of  the  managements  of  those  roads  by  the  successful 
operation  of  electric  roads  that  paralleled  their  lines. 
Originating  as  street  railways  and  developing  into 
suburban  lines,  these  roads  were  gradually  extended 
into  rural  districts,  until,  in  taking  upon  themselves 
to  perform  the  express  and  mail  service,  the  electric 
passenger  railways  in  neighboring  cities  were  merged 
into  interurban  railroads.1 

Opposition  to  the  operation  of  railroads  along  and 
across  the  streets  of  large  cities  has  compelled  the 
transfer  of  their  terminal  approaches  to  elevated 
structures  or  to  subways.  The  annoyance  from  loco- 

1  See  Scientific  American  Supplement,  October  17,  1908. 
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motive  smoke  and  from  insufficient  ventilation  is 
hastening  the  substitution  of  electricity  for  steam 
on  these  approaches;  and  this  substitution  is  being 
gradually  extended  into  suburban  districts.  As  a 
consequence  the  New  York  Central  electric  service 
extends  over  one  line  for  34  miles  to  Croton  Point 
and  over  another  for  22  miles  to  White  Plains; 
the  Pennsylvania  Railroad  is  electrified  to  Newark, 
and  the  Long  Island  Railroad  for  the  greater  part 
of  its  mileage ;  and  the  New  York,  New  Haven  and 
Hartford  service  is  being  similarly  transformed  as  far 
as  New  Haven. 

The  electrification  of  the  steam  roads  in  the  zone 
around  New  York  has  quickened  the  popular  demand 
for  similar  amelioration  in  the  railroad  service  in  and 
around  Chicago  and  Boston;  and,  as  is  the  experience 
in  New  York,  the  establishment  of  electric  service 
in  these  cities  will  initiate  its  extension  along  the 
steam  lines  which  radiate  from  them.  The  advan- 
tages, too,  to  be  derived  from  the  use  of  electric  power 
elsewhere  in  tunnels  and  on  mountain  grades  will 
be  an  incentive  to  its  introduction  wherever  water 
power  may  be  available  for  its  economical  genera- 
tion. These  momentous  facts  in  the  evolution  of 
electric  train  service  should  not  be  overlooked  in 
forecasting  the  substitution  of  electricity  for  steam 
as  the  ordinary  motive  power  on  our  entire  railroad 

system.     The  rapidity  of  the  development  of  electric 

u 
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railways  in  the  United  States  is  shown  in  the  state- 
ment appended  below.1 

In  1906,  when  the  electric  mileage  was  estimated 
at  35,000  miles,  the  total  steam  mileage  was  222,571 
miles.  The  relative  proportion  of  the  two  modes  of 
train  service  was  then  14  and  86  per  cent  of  the  com- 
bined total.  The  electrically  operated  mileage  in 
Europe  in  1908  was  88  n  miles,  and  that  operated  by 
steam  was  158,692  miles,  the  relative  proportion 
being  5  and  95  per  cent.  It  seems  plain  that  a  system 
of  transportation  which  in  twenty  years  has  covered 
one  seventh  of  our  mileage  of  railroad  lines,  may  be 
expected  to  cover  a  far  greater  part  of  our  entire 
system  in  the  next  twenty  years.  That  this  develop- 
ment will  be  more  immediately  perceived  in  the  con- 
struction of  lines  parallel  to  the  existing  system  than 
in  the  complete  electrification  of  that  system  is  to  be 
inferred  from  the  enormous  cost  incurred  in  the 
changes  that  have  already  been  made. 

For  the  advantages  to  be  fully  realized  which  elec- 

1  MILEAGE  OF  ELECTRIC  RAILWAYS  IN  THE  UNITED  STATES 

Compiled  for  the  Scientific  American 
YEAR  MILES 

1886 8 

1889 805 

1890 1,262 

1895 12,133 

1900 i9,3H 

I9°S 33>i°o 

1906 estimated  at  35,000 
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tricity  has  over  steam  as  a  motive  force,  the  lines  on 
which  it  is  to  be  utilized  should  be  designed  from  the 
outset  with  that  purpose  in  view.  Light  grades  are 
not  so  much  to  be  sought  as  easy  curves.  Level 
crossings  are  to  be  absolutely  avoided.  The  track 
superstructure  is  to  be  of  a  more  permanent  char- 
acter than  is  even  now  considered  standard  on  the 
best  steam  roads.  The  signaling  apparatus  is  to  be 
automatically  interlocked  with  appliances  for  arrest- 
ing the  speed  of  a  train  independently  of  the  motor- 
man.  The  ideal  electric  road  should  have  at  least 
four  tracks :  two  for  light  trains  making  frequent 
stops,  and  two  for  through  trains  at  high  speed.  It 
is  probable  that,  in  the  future,  the  passenger  service 
of  steam  roads  will  be  entirely  transferred  to  lines 
of  this  character,  and  that  the  present  tracks  will 
be  devoted  solely  to  freight  traffic. 

The  problem  of  relief  to  congested  centers  of  popu- 
lation is  only  to  be  solved  by  electric  service  on  roads 
constructed  with  that  problem  primarily  in  view. 
The  street  railways  must  be  merged  into  suburban 
roads.  The  service  within  a  certain  zone  must  be 
rendered  by  frequent  trains  stopping  alternately 
at  short  intervals,  both  within  the  city  limits  and 
throughout  the  suburban  districts.  Why  should 
the  suburban  resident  be  transported  for  a  large 
part  of  his  daily  journey  at  a  possible  speed  of  a  mile 
a  minute,  and  then  lose  twenty  minutes  to  half  an 
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hour  twice  a  day  in  reaching  his  ultimate  destination 
at  each  end  of  his  route?  Every  minute  of  this 
wasted  time  that  can  be  saved  will  add  perhaps  a 
mile  in  radius  to  the  zone  in  which  that  congested 
population  could  be  distributed,  and  of  course  in  an 
area  that  would  be  proportionately  enlarged. 

It  may  be  that  the  practical  and  financial  obstacles 
to  the  general  electrification  of  the  steam  roads  will 
bring  about  a  virtual  unification  of  the  ownership 
in  them  with  that  of  the  electric  lines  which  parallel 
them.  This  course  is  being  pursued  in  the  New 
England  States  by  the  New  York,  New  Haven  and 
Hartford  Railroad  Company,  and  in  central  New 
York  by  the  New  York  Central  and  Hudson  River 
Railroad  Company;  not  by  direct  ownership  but 
through  the  intervention  of  holding  companies.  The 
latter  company  has  given  evidence  of  its  apprehension 
of  competition  from  parallel  electric  lines  in  central 
New  York  by  appealing  to  the  Public  Service  Commis- 
sion to  refuse  a  certificate  of  necessity  for  a  project  to 
build  an  electric  road  from  Albany  to  Buffalo.  It  is 
questionable  whether,  in  the  present  stage  of  develop- 
ment of  electric  railways,  the  public  welfare  will  be 
better  served  by  permitting  the  steam  road  corpora- 
tions to  monopolize  the  electric  service,  where  they  are 
threatened  with  rivalry ;  or  to  encourage  the  construc- 
tion of  independent  parallel  lines  until  the  field  of  action 
has  been  further  exploited  by  the  force  of  competition. 
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The  managements  of  the  steam  roads  may  well 
pause  before  entering  upon  the  task  of  a  complete 
electrification  of  their  lines.  Just  as  the  railroad 
bridges  had  to  be  rebuilt  to  admit  of  the  passage  in 
safety  of  heavier  locomotives,  so  our  existing  tracks 
must  be  altogether  reconstructed,  if  not  remodeled, 
to  meet  the  requirements  of  the  still  heavier  electric 
motors  which,  as  the  centers  of  gravity  and  oscilla- 
tion are  at  present  placed,  bring  an  entirely  different 
class  of  thrusts  and  strains  into  play.  The  track, 
as  now  constructed,  is  far  from  being  well  adapted 
to  the  support  of  heavy  trains  at  high  speeds.  It  is 
composed  of  many  parts,  loosely  connected  and 
not  firmly  attached  to  the  roadbed.  It  is  poorly 
designed  to  resist  lateral  shocks  of  great  severity 
to  which  it  would  be  almost  continually  subjected.  It 
is  flexible,  and  readily  yields  to  the  advancing  rolling 
friction  of  a  train.  It  must  be  continually  readjusted, 
spikes  driven,  nuts  tightened  at  the  joints,  (and  the 
entire  track  lifted  from  its  bed  in  the  ballast  in  tamp- 
ing. The  ballast  itself  must  be  removed  to  permit 
of  its  realignment  and  must  be  replaced,  and,  with 
time,  it  grinds  into  dust  by  attrition  or  becomes  so 
foul  that  it  must  be  removed. 

Nor  can  the  high  speed  attainable  by  the  use  of 
electric  motors  be  adequately  utilized  without  the 
absolute  elimination  of  level  highway  crossings.  For 
the  passenger  service  will  be  performed  by  trains 
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at  such  frequent  intervals  that  protection  to  way- 
farers will  result  in  their  serious  obstruction.  The 
passenger  and  freight  equipment  must  also  be  revised, 
both  as  to  running  gear  and  clearance.  This  will 
affect  the  rolling  stock  of  our  entire  national  system, 
so  far  as  that  stock  is  interchanged  over  lines  using 
the  third-rail  system  of  current  transmission.  That 
this  is  an  impending  necessity  is  shown  by  the  fact 
that,  in  April,  1908,  the  American  Railway  Associa- 
tion adopted  "  Standard  Limitations  for  Permanent 
Way  and  Rolling  Equipment  Clearances  to  permit 
of  Standard  Third-rail  location."  The  accuracy 
that  must  be  observed  in  these  respects  for  safe  and 
uninterrupted  service  on  a  "third-rail"  electric  road  is 
measured  by  the  official  statement  that  a  vertical 
variation  of  4^  inches  between  rail  and  rolling  stock 
might  result  in  a  wreck. 

So  Jong  as  the  ownership  of  our  railroad  system  con- 
tinues in  private  corporations,  and  with  the  fixity 
of  rates  that  must  follow  upon  their  absolute  control 
by  a  federal  commission,  such  opportunity  as  is  left 
for  competition  will  be  mainly  directed  to  securing 
better  service  upon  the  principal  rival  thoroughfares. 
It  will  be  exerted  in  the  establishment  of  more  acces- 
sible terminals  at  populous  centers  and  of  gravity 
switching  yards  for  reclassifying  and  expediting 
freight  traffic  at  points  of  concentration  and  in  pro- 
viding additional  tracks  for  suburban  passenger 
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service  and  slow  freight  trains.  There  must  also  be 
a  more  completely  automatic  system  of  train  sig- 
naling which  will  absolutely  eliminate  the  personal 
equation  of  the  signalman  and  the  engine  driver. 
Such  a  system  has  never  been  so  ready  of  application 
on  the  steam  roads  as  it  will  be  on  roads  operated 
electrically;  though  there  must  be  a  virtual  recon- 
struction of  existing  signal  plants.  All  of  these  exten- 
sive and  costly  improvements  are  but  accessory  to 
the  main  purpose  toward  which  competition  in  the 
future  must  tend,  and  that  is,  to  abbreviate  space  by 
diminishing  time.  High  speed,  and  high  speed  alone, 
will  accomplish  this  end ;  and  to  attain  high  speed 
with  accompanying  safety,  there  must  not  only  be  a 
thorough  reconstruction  of  the  roadbed,  with  a  sep- 
aration of  road  crossings,  but  also  a  complete  trans- 
formation of  rolling  stock. 

Where  steam  is  not  superseded  by  electricity,  a 
large  percentage  of  locomotives  in  regular  service 
must  be  replaced  by  others  more  powerful.1  The 
fragile  and  inflammable  bodies  of  passenger  cars 
must  give  way  to  bodies  entirely  of  steel,  with  vesti- 
bules buffered  from  end  to  end  of  train.  Freight  car 
bodies  of  greater  capacity  must  also  be  of  steel,  and 

1  On  the  recently  constructed  Virginian  Railway,  a  locomotive 
weighing  with  tender  418,000  pounds,  moved  a  train  of  120  cars,  each 
loaded  with  55  tons  of  coal,  total  weight,  9100  tons,  125  miles  in  8 
hours,  ii  minutes.  Scientific  American,  January  29,  1910. 
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the  truck  construction  strengthened  and  simplified. 
Such  a  transformation  of  a  stock  of  61,000  locomo- 
tives, 46,000  passenger  train  cars,  and  2,250,000 
freight  cars  is  a  serious  matter  for  railroad  managers 
to  contemplate.  It  is  a  situation,  however,  that  they 
must  face  in  the  immediate  future,  for  those  who 
should  disregard  it  will  fall  behind  in  the  rivalry  for 
satisfactory  and  economical  train  service. 

The  amount  of  capital  that  will  be  required  to  meet 
impending  changes  in  the  conditions  under  which 
railroad  traffic  is  now  conducted  can  only  be  stated 
in  vague  generalizations.  Experienced  railroad  ad- 
ministrators have  placed  the  probable  requirements 
for  a  normal  increase  of  traffic  in  the  immediate  fu- 
ture at  $5,000,000,000,  and  for  electrification  at 
$4,000,000,000,  a  total  of  $9,000,000,000;  which  is 
over  one  half  of  the  present  capitalization  of  our  entire 
system.  Such  additional  investment  would  bring 
the  average  cost  per  mile  of  that  system  up  from 
$70,000  to  $105,000.  This  estimate  may  be  compared 
with  the  average  cost  per  mile  in  Great  Britain  in 
1908,  which  was  $271,000;  or  with  that  in  Belgium, 
a  land  of  cheap  labor,  where  it  was  $173,000. 

An  approximate  conception  may  be  formed  as  to 
some  particular  aspects  of  this  subject.  The  improve- 
ment and  reconstruction  of  the  railroad  approaches 
and  terminals  in  and  around  New  York  City  will 
cost,  when  completed,  perhaps  $300,000,000.  The 
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cost  of  electrifying  the  terminal  and  suburban  lines  in 
and  around  Boston  is  roughly  estimated  at  from 
$50,000,000  to  $70,000,000.  The  reconstruction  of 
the  signaling  system  on  the  West  Shore  lines  alone 
of  the  New  York  Central  system  is  placed  at  a  cost 
of  $5,000,000 ;  and  the  estimated  cost  of  eliminating 
all  the  level  crossings  in  New  York  State  is  about 
$200,000,000.  It  has  been  officially  stated  that  the 
improvements  in  progress  on  the  New  York  Central 
lines  will  cost  $246,000,000,  and  that  others  are  in 
contemplation  at  an  estimated  cost  of  $100,000,000. 
The  Union  Pacific  Railroad  Company  is  now  under- 
taking the  construction  of  1673  miles  of  second  track 
at  a  cost  of  $75,000,000,  to  be  completed  in  five  years. 
As  yet  not  10  per  cent  of  our  total  mileage  of  233,000 
miles  is  double  track,  while  in  Great  Britain  the  per- 
centage is  60  per  cent.  To  attain  this  standard  in 
our  country  will  require  the  construction  of  120,000 
miles  of  additional  track  with  accessory  sidings, 
station  accommodations,  signaling  plants,  etc.,  which 
may  well  cost  on  an  average  $30,000  per  mile  or 
$3,600,000,000.  From  these  incomplete  statistics  it 
may  be  conservatively  assumed  that  the  sum  of 
$10,000,000,000  additional  capital  will  be  required  for 
the  reconstruction  alone  of  our  railroad  system  in  the 
next  ten  years,  say  at  the  rate  of  $1,000,000,000  a  year.1 

1 "  On  January  i,  1910,  the  mileage  operated  by  block  signals  was 
but  65,758  miles,  or  only  27  per  cent  of  the  total,  and  of  this  only 
14,237  miles  were  operated  by  automatic  blocks."  E.  P.  RIPLEY, 
The  Atlantic  Monthly,  January,  1911. 
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These  figures  include  nothing  for  the  construction 
of  new  lines.  Although  there  is  but  little  necessity 
for  any  considerable  construction  of  this  character 
in  the  region  east  of  the  Mississippi  River,  there 
will  be  a  continually  increasing  demand  for  it  in  the 
far  greater  area  that  lies  westward  to  the  Pacific 
coast.  The  new  construction  in  the  past  ten  years 
has  amounted,  on  an  average,  to  5500  miles  per 
annum.  Assuming  that  this  mileage  will  cost  as 
much  as  the  average  capitalization  of  the  existing 
system,  there  will  be  an  annual  requirement  of  capital 
for  this  purpose  of  $385,000,000. 

It  would  seem  therefore  that  to  provide  for  the 
normal  increase  in  the  traffic  of  the  country  there 
will  be  required  annually  for  reconstruction  and  im- 
provement of  existing  lines  some  $1,000,000,000,  and 
for  construction  of  new  lines  not  less  than  $385,000,000. 
The  average  annual  increase  in  the  total  capitalization 
of  the  national  system,  during  the  decade  ending  in 
1908,  was  about  $945,000,000.  In  the  last  five  years 
of  that  decade,  there  was  an  annual  expenditure  for 
betterments  from  income  of  about  $40,000,000.  In 
round  numbers,  the  present  annual  expenditure  for  the 
improvement  and  extension  of  our  railroad  system 
may  be  estimated  at  $1,000,000,000.  This  amount  is 
less  by  $400,000,000  than  would  seem  to  be  required 
for  those  purposes,  unless  we  are  to  be  overtaken,  as  in 
1873,  by  the  probable  demands  for  satisfactory  service. 
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Assuming  that  the  requirements  for  additional 
capital  will  amount  in  the  immediate  future  to  about 
$1,400,000,000  per  annum,  how  is  this  annual  demand 
to  be  provided  for?  Is  it  to  be  obtained  from  the 
savings  of  our  people  or  is  it  to  be  withdrawn  from 
active  employment  in  commercial  and  industrial 
enterprises?  Or  shall  it  be  invited  from  abroad? 
At  present  this  matter  is  influenced  by  the  opinion 
of  each  investor  as  to  the  safety  of  an  investment  and 
as  to  the  profitable  return  from  it.  With  the  regula- 
tion of  corporate  finance  by  federal  statute,  admin- 
istered by  a  commission,  we  shall  enter  upon  a  field 
as  yet  unexplored,  even  experimentally,  by  any 
organized  government.  It  is  to  be  hoped  that  the 
policy  to  which  that  regulation  must  conform  will 
continue  to  maintain  our  railroad  system  in  the 
position  which  it  now  occupies,  as-  foremost  in  its 
adaptation  to  the  requirements  of  a  great  nation,  with 
vast  resources  still  undeveloped  and  with  a  commerce 
comparable  in  magnitude  and  diversity  to  that  of 
all  Europe. 

NOTE 

The  relation  of  the  increase  of  population  to  the  extension 
of  our  railway  system  may  be  inferred  from  an  examination 
of  the  statistics  contained  in  Appendix  VII.  In  that  appendix, 
the  relative  increase  in  population  per  square  mile  is  given 
for  each  state  in  the  Union  from  1840  to  1910.  The  statistics 
are  divided  in  four  periods;  viz. :  from  1840  to  1860,  anterior 
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to  the  Civil  War;  from  1860  to  1870,  covering  the  Civil  War; 
from  1870  to  1900,  and  from  1900  to  1910.  This  division  con- 
forms to  the  several  periods  of  the  formation  of  the  railway 
system  of  the  country,  of  its  extension,  of  its  reconstruction, 
and  of  its  regulation  by  the  federal  government,  as  described 
in  Chapters  II,  III,  IV,  V  and  VI.  In  Appendix  XIII  is  shown 
the  ratio  of  railway  mileage  to  population  and  area  of  the  sev- 
eral states  in  1890,  in  1900,  and  in  1909.  The  relative  density 
of  population  to  mileage  at  these  several  periods  affords  some 
forecast  as  to  the  regions  in  which  it  may  be  expected  that 
railroad  construction  should  hereafter  be  most  active. 

For  purposes  of  comparison,  the  United  States  may  be  divided 
into  the  Eastern  and  the  Western  regions ;  the  former  including 
all  the  states  bordering  on  the  Mississippi  River,  and  the  Gulf 
of  Mexico,  with  the  new  state  of  Oklahoma,  grouped  in  the 
appendices  as  Groups  I- VIII.  The  remaining  groups,  IX-XII, 
include  the  states  west  of  this  region.  The  Eastern  region,  with 
55  per  cent  of  the  total  area,  looks  toward  the  Great  Lakes, 
the  Atlantic  Ocean,  and  the  Gulf  of  Mexico.  The  Western 
region,  with  45  per  cent  of  the  total  area,  faces  the  other  way 
toward  the  Pacific  Ocean.  While  these  regions  are  approxi- 
mately equal  in  area,  as  to  population  they  have  borne  the 
following  relation  to  each  other  at  the  several  periods  stated:  — 

RELATIVE  PERCENTAGE  OP  TOTAL  POPULATION 


REGION 

1860 

1870 

1890 

1900 

IQIO 

Eastern     .... 
Western    .... 

0.980 

0.020 

0.907 
0.093 

0.944 
0.056 

0.936 
0.064 

0.913 
0.087 

In  1910,  the  density  of  population  in  the  Eastern  region,  with 
83,983,686  inhabitants,  was  51.87  persons  per  square  mile. 
By  the  same  census  the  Western  region,  with  7,986,765  inhab- 
itants, had  a  density  of  5.97  persons  per  square  mile.  If  the 
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rate  of  increase  from  1900  to  1910  in  the  Eastern  region,  which 
was  1 8  per  cent,  be  maintained  during  the  present  decade,  that 
region  by  1920  will  have  an  additional  population  of  about 
15,000,000.  In  the  Western  region,  the  rate  of  increase  which, 
from  1890  to  1900,  was  one  third,  was  two  thirds  in  the  following 
decade.  At  this  rate,  the  additional  population  by  1920  would 
amount  to  over  5,000,000  in  that  region.  This  forecast  may 
be  utilized  in  an  estimate  of  the  probable  requirements  for 
additional  railroad  mileage  during  the  same  period. 

By  reference  to  Appendix  XIII,  it  will  be  seen  that  the  total 
mileage  increased  18  per  cent  between  1890  and  1900,  and  22 
per  cent  from  1900  to  1909.  The  detailed  statistics  for  1910 
are  not  yet  available,  but  the  total  mileage  then  operated  is 
stated  at  239,652  miles,  or  an  increase  of  5750  miles  over  the 
previous  year.  The  average  annual  increase  for  the  decade 
1890-1900  was  about  3000  miles,  and  about  5000  miles  in  the 
subsequent  decade.  On  this  basis  it  might  be  assumed  that 
there  would  be  not  less  than  50,000  miles  of  new  line  built  in 
1910-1920.  As  divided  between  the  Eastern  and  the  Western 
regions  the  increase  in  mileage  was  respectively  16  and  29 
per  cent  in  1890-1900,  and  18  and  41  per  cent  in  1900-1909.  If 
the  latter  rate  of  respective  increase  were  maintained,  out  of 
the  50,000  miles  of  prospective  construction,  about  31,000 
miles  would  be  in  the  Eastern  region  and  19,000  miles  in  the 
Western  region.  While  it  is  possible  that  the  rate  in  the  latter 
region  will  substantially  increase,  perhaps  to  such  an  extent  that 
there  will  be  25,000  miles  of  new  construction,  it  is  hardly 
to  be  expected  that  the  rate  of  increase  in  the  former  region 
will  be  maintained. 

Certain  influences  may  have  a  restraining  effect  upon  new 
construction,  as  the  suppression  of  competition  under  the  more 
rigid  enforcement  of  the  "long  and  short  haul  clause,"  and  the 
correlated  combination  under  covert  financial  control  of  the 
"systems"  which  are  still  rivals  to  some  extent.  These  influ- 
ences seem  now  to  be  effective  in  the  New  England  States.  In 
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those  states,  or  Group  I,  the  density  of  population  increased 
only  from  84  to  98  per  square  mile  between  1900  and  1910, 
although  in  Massachusetts  the  increase  was  from  337  to  404 
and  in  Rhode  Island  from  342  to  434.  This  difference  is  due 
to  the  fact  that  in  the  state  of  Maine,  with  one  half  the  total 
area  of  all  the  states  in  the  group,  the  population  has  been  vir- 
tually stationary  at  22  per  square  mile;  while  in  New  Hamp- 
shire it  is  now  but  46  and  in  Vermont  but  37  per  square  mile. 
In  nine  years,  to  1909,  there  has  been  an  increase  in  mileage  of 
315  miles,  or  4.1  per  cent,  in  the  whole  group;  of  which  251 
miles  has  been  in  Maine  and  76  miles  in  Vermont.  In  Rhode 
Island  there  has  not  been  a  mile  of  new  line  in  nineteen  years, 
and  in  the  past  nine  years  there  has  been  a  loss  of  mileage  in 
Massachusetts  and  Connecticut.  The  population  per  mile  of 
line  has,  in  the  same  nine  years,  diminished  in  Maine  and  Ver- 
mont, and  has  been  nearly  stationary  in  New  Hampshire ;  but 
it  has  largely  increased  in  the  other  states  of  the  group.  The 
increase  in  Massachusetts  was  18  per  cent,  to  1504  persons  per 
mile  of  line ;  in  Connecticut,  22  per  cent  to  1088  persons,  and  in 
Rhode  Island  it  was  23  per  cent  to  2505  persons.  Such  an 
increase  would  seem  to  invite  new  construction  but  for  counter- 
vailing conditions.  The  increased  traffic  in  passengers  and  in 
hand-to-hand  commodities  is  now  provided  for  by  additional 
mileage  of  electric  railways  which  has  not  been  included  with 
the  steam  railway  mileage,  while  the  monopoly  which  controls 
both  gives  full  play  to  the  restrictive  influences  already  men- 
tioned. 

In  the  Middle  States,  or  Group  II,  there  was  an  increase  of 
14  per  cent  in  population  with  a  decrease  of  but  3.9  per  cent 
in  area,  per  mile  of  line,  which  indicates  that  the  same  influences 
are  there  at  work  as  in  the  New  England  States,  though  in  a  less 
degree.  In  Groups  III  and  IV,  the  Middle  West,  there  was 
neither  a  marked  decrease  in  area  nor  an  increase  in  population 
per  mile  of  line,  from  which  it  would  seem  that  in  this  region 
but  little  new  construction  will  be  required  in  the  immediate 
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future.  In  Groups  V-VIII,  the  Southern  States,  there  has  been 
an  activity  in  railroad  building  that  has  considerably  outrun  the 
increase  in  population.  There  is  here  no  evidence  of  such  a 
change  of  conditions  as  invites  immigration,  except  in  Texas 
and  in  Oklahoma.  Therefore  it  is  hi  these  states  alone  that 
there  may  be  expected  a  continuance  of  railroad  construction 
similar  to  that  which  has  marked  the  past  nineteen  years  in 
the  Southern  States.  From  all  these  facts,  the  conclusion  may 
be  drawn  that,  in  the  next  decade,  the  additional  mileage  in 
the  Eastern  region  will  be  far  less  than  in  the  one  that  has  just 
terminated.  Capital  will,  however,  be  largely  invested  in  aux- 
iliary electric  lines  for  local  traffic,  and  in  double  track  and  other 
facilities  for  increasing  freight  traffic,  as  also  for  the  improve- 
ment of  the  terminal  approaches  to  large  cities. 

The  Western  region  affords  a  more  inviting  field  for  new 
construction.  Its  population  per  mile  of  line  has,  in  the  past 
nine  years  to  1909,  increased  12  per  cent,  despite  an  addition 
of  29  per  cent  to  its  railroad  mileage;  while  in  the  Eastern 
region  the  population  per  mile  of  line  has  decreased  2  per  cent 
during  the  same  period,  with  an  increased  mileage  of  16  per 
cent.  The  average  area  per  mile  of  line  in  this  region  is  8.4 
square  miles,  while  that  of  the  Western  region  is  29.5  square 
miles.  Yet  in  but  two  states  of  the  latter  region,  in  Nevada 
and  in  New  Mexico,  has  the  rapid  decrease  in  area  per  mile  of 
line  been  accompanied  by  a  relative  decrease  in  population. 
In  this  region,  whose  valuable  natural  resources  are  still  largely 
undeveloped,  there  will  undoubtedly  spring  up  an  important 
volume  of  traffic  with  Canada  and  with  Mexico,  as  well  as  with 
the  countries  beyond  the  Pacific  Ocean.  There  is  therefore 
ample  justification  for  the  opinion  that  the  conditions  which 
will  restrict  railroad  construction  in  the  Eastern  region  will  be 
far  less  effective  in  the  Western  half  of  the  United  States, 


CHAPTER  X 

PROBLEMS   IN   OPERATION 

IN  reviewing  consecutively  the  problems  associated 
with  railway  regulation,  when  we  arrive  at  those 
connected  with  operation,  we  reach  at  length  the 
heart  of  the  matter  which  is  to  be  regulated.  For 
in  considering  the  problems  arising  in  the  regulation 
of  incorporation,  finance,  and  construction,  we  should 
recognize  that  they  are  but  accessory  to  the  main 
purpose  for  which  railroads  exist.  Yet  this  purpose, 
the  actual  operation  of  our  railroad  system,  has  been 
the  latest  object  of  regulation.  After  public  attention 
had  been  attracted  to  the  subject,  there  were  occa- 
sionally disconnected  attempts  in  this  direction,  some 
of  them  more  harmful  than  beneficial ;  but  there  was 
a  lack  of  system  and  of  coordination  in  these  efforts 
at  the  regulation  of  railroad  service.  Tardiness  in 
this  respect  cannot  be  attributed  to  satisfaction  with 
the  manner  in  which  this  service  was  performed,  but 
rather  to  the  concentration  of  public  opinion  upon 
the  rate  question  as  a  political  issue. 

The  regulation  of  railroad  operation  should  be 
directed  to  insuring  safe,  convenient,  and  reliable 
service,  which  may  be  regarded  as  of  a  two-fold  char- 
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acter,  accordingly  as  it  affects  the  general  welfare 
or  that  of  individuals.  In  this  regulation,  the  matter 
of  prime  importance  is  the  safety  of  those  to  whom 
a  personal  service  is  rendered.  Our  American  rail- 
road system  has  been  severely  criticized  for  the  loss 
of  life  that  has  attended  its  operation,  as  compared 
with  experience  in  European  countries.  It  must 
be  admitted  that  this  criticism  is  justified  by  statis- 
tical facts. 

The  annual  reports  of  the  Interstate  Commerce 
Commission  show  that  in  the  twenty-two  years  from 
1888  to  1909  there  were  174,276  persons  killed  and 
1,242,322  persons  injured  in  railroad  accidents.  In 
1888  the  numbers  were  respectively  5282  killed  and 
25,888  injured;  and  in  1909,  8722  were  killed  and 
95,626  injured.  This  is  indeed  the  appalling  record 
of  an  annual  sacrifice  of  life  and  limb  which,  if  it 
had  occurred  in  actual  warfare,  would  have  called 
forth  a  protest  in  every  civilized  nation.  But  the 
casualties  in  railroad  operation  are  not  caused  by 
malice  aforethought.  They  are  due  to  defective 
methods  and  appliances,  to  personal  indifference  or 
negligence,  or  to  the  carelessness  or  recklessness  of 
the  sufferers.  An  analysis  of  the  statistics  on  which 
the  above  statement  is  based  will  throw  some  light 
on  this  aspect  of  the  subject. 

There  are  three  classes  of  persons  affected  by  rail- 
road accidents:  those  who  pay  for  the  service  ren- 
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acter,  accordingly  as  it  affects  the  general  welfare 
or  that  of  individuals.  In  this  regulation,  the  matter 
of  prime  importance  is  the  safety  of  those  to  whom 
a  personal  service  is  rendered.  Our  American  rail- 
road system  has  been  severely  criticized  for  the  loss 
of  life  that  has  attended  its  operation,  as  compared 
with  experience  in  European  countries.  It  must 
be  admitted  that  this  criticism  is  justified  by  statis- 
tical facts. 

The  annual  reports  of  the  Interstate  Commerce 
Commission  show  that  in  the  twenty-two  years  from 
1888  to  1909  there  were  174,276  persons  killed  and 
1,242,322  persons  injured  in  railroad  accidents.  In 
1888  the  numbers  were  respectively  5282  killed  and 
25,888  injured;  and  in  1909,  8722  were  killed  and 
95,626  injured.  This  is  indeed  the  appalling  record 
of  an  annual  sacrifice  of  life  and  limb  which,  if  it 
had  occurred  in  actual  warfare,  would  have  called 
forth  a  protest  in  every  civilized  nation.  But  the 
casualties  in  railroad  operation  are  not  caused  by 
malice  aforethought.  They  are  due  to  defective 
methods  and  appliances,  to  personal  indifference  or 
negligence,  or  to  the  carelessness  or  recklessness  of 
the  sufferers.  An  analysis  of  the  statistics  on  which 
the  above  statement  is  based  will  throw  some  light 
on  this  aspect  of  the  subject. 

There  are  three  classes  of  persons  affected  by  rail- 
road accidents:  those  who  pay  for  the  service  ren- 
x 


306      PROBLEMS   IN  RAILWAY  REGULATION 


dered  to  them,  those  who  are  paid  for  the  service 
which  they  perform,  and  those  to  whom  the  rail- 
road companies  are  under  no  direct  obligation,  and 
who,  for  the  most  part,  suffer  from  being  where  they 
ought  not  to  be,  that  is,  passengers,  employees,  and 
other  persons,  including  trespassers.  As  so  classi- 
fied, their  respective  numbers  in  the  period  above 
mentioned  were  as  follows :  — 


KILLED 

INJURED 

Employees  

<Q,o6i 

o6o,774 

Passengers  

7,04.8 

122,871 

Other  persons  

108  167 

I4O  777 

Total    

174,276 

1.24.2.322 

Deduct  other  persons     

108,167 

1.39,468 

Remainder     

66.100 

1.102.8^4 

This  analysis  discloses  the  fact  that  of  the  total  num- 
ber of  fatalities  by  far  the  largest  proportion,  being 
62  per  cent,  was  of  those  to  whom  the  companies 
owed  no  direct  obligation.  They  were  either  killed 
at  crossings  or  when  trespassing  on  the  track. 

The  questions  of  protection  at  crossings  and  of  in- 
closing railroad  property  have  been  discussed  so  fully 
as  problems  of  construction  that  no  further  considera- 
tion need  be  given  to  them  here,  except  to  remark  that 
in  comparing  the  casualty  roll  of  our  railroad  system 
with  that,  for  instance,  of  Great  Britain,  we  should  re- 
member that,  in  consequence  of  the  thorough  wall- 
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ing-in  of  the  line  and  stations  there  and  because  of  the 
strict  enforcement  of  the  police  regulations  penalizing 
trespassers,  the  casualties  to  persons  other  than  pas- 
sengers and  employees  are  far  less  than  with  us.  It  is 
so  small  that  the  number  has  not  even  been  stated 
separately  in  the  annual  "Railway  Year  Book,"  and 
since  1895,  casualties  of  this  character  have  been 
entirely  excluded  from  its  summaries. 

In  comparing  the  reports  of  casualties  to  passengers 
in  Great  Britain  and  in  the  United  States  for  the 
period  of  nine  years  from  1900  to  1908,  the  result 
is  as  follows  :  — 


GREAT 

BRITAIN 

UNITED 

STATES 

Killed 

Injured 

Killed 

Injured 

IQOO     . 

16 

86  3 

24Q 

4,128 

IQOI 

4.76 

282 

4,088 

IQO2     . 

6 

732 

74  ir 

6,68^ 

IQO3     , 

2< 

76o 

3<X 

8  231 

IQO4     , 

6 

C-iA 

4.4.1 

O  III 

IQCX 

3Q 

306 

^37 

TO  4^7 

igo6     

*8 

631 

3XO 

TO  764 

IOO7     . 

18 

"C34 

610 

13  O4I 

igo8     

28l 

281 

II   C<6 

Total  

168 

S2l8 

•2  CCQ 

78  oco 

/  "jvoy 

The  British  reports  give  only  casualties  to  passen- 
gers from  causes  beyond  their  own  control,  while  those 
of  the  Interstate  Commerce  Commission  include  cas- 
ualties from  all  causes.  In  its  report  for  the  year  end- 
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ing  June  30,  1908,  the  casualties  to  passengers  from 
causes  beyond  their  own  control,  that  is,  by  collisions 
and  derailments,  are  given  as  143  killed  and  6215  in- 
jured.1 These  statistics  seem  to  sustain  the  assertion 
that  the  railway  service  in  Great  Britain  is  superior 
to  our  own  in  the  point  of  safety  to  passengers; 
and  the  British  railway  managements  have  reason  to 
be  proud  of  their  record  in  the  years  1901  and  1908, 
in  which  they  carried  respectively  1,172,395,900  and 
1,278,000,000  passengers  without  loss  of  life  from  mis- 
management. 

The  accepted  freedom  from  accidents  on  the  British 
railways,  as  compared  with  our  own,  should  be  meas- 
ured by  some  common  unit  of  comparison ;  though  it 
is  difficult  to  suggest  one  which  would  be  without 
objection.  However,  it  may  be  mentioned  that  while 
the  mileage  operated  in  Great  Britain  and  Ireland  in 
1908  was  23,209  miles,  that  of  the  United  States  was 
ten  times  as  much.  And  in  justice  to  our  own  methods 
of  operation,  it  should  be  noted  that  the  Bureau  of 
Railway  News  and  Statistics,  in  August,  1910,  re- 
ported that  in  the  previous  year  there  was  not  one 
fatality  to  a  passenger  on  a  mileage  of  159,657  miles, 
in  the  transportation  of  570,617,563  passengers.  On 
that  mileage,  which  is  two  thirds  of  our  national  sys- 
tem, external  regulation  of  railroad  operation  would 

1  In  the  report  for  1909,  the  figures  are  given  as  86  killed  and 
4854  injured. 
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seem  unnecessary  for  the  safety  of  passengers.  Such 
regulation  might  well  be  concentrated  upon  that  other 
third  to  which  the  remarkable  fatality  has  been  con- 
fined, and  which  is  a  reproach  to  the  management  of 
our  system  as  a  whole. 

There  is  but  one  class  of  railroad  casualties  that 
rightfully  may  be  called ' '  accidents/ '  —  casualties  of  the 
character  formerly  designated  in  ships'  bills-of-lading 
as  "acts  of  God  or  of  the  public  enemy";  acts  that 
could  not  have  been  guarded  against  by  the  exercise 
of  due  diligence  and  intelligence,  because  they  were 
unforeseen  or  because  they  were  actuated  by  hidden 
malice  or  by  superior  force.  All  other  so-called  acci- 
dents on  railroads  are  due  to  unsuitable  methods  of 
operation  or  to  defective  or  insufficient  appliances  or 
to  personal  negligence  or  recklessness. 


COLLISIONS 

DERAILMENTS 

TOTAL 

Killed 

Injured 

Killed 

Injured 

Killed 

'Injured 

Group  I      

31 

184 

I 

17 

32 

2OI 

Group  II    

9 

535 

5 

235 

14 

770 

Group  III       .     .     .     . 

44 

573 

— 

96 

44 

669 

Group  IV        .     .     .     . 

2 

354 

5 

205 

7 

559 

Group  V    

9 

411 

i 

297 

10 

708 

Group  VI        .     .     .     . 

2 

526 

18 

366 

20 

892 

Group  VII      .     .     .     . 

I 

61 

— 

89 

I 

150 

Group  VIII    .    .    .     . 

2 

787 

2 

610 

4 

1397 

Group  IX       .     .     .     . 

I 

297 



182 

i 

479 

Group  X    

3 

129 

7 

261 

10 

390 

Total      

104 

3857 

39 

2358 

143 

6215 
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Railroad  casualties  are  distributed  by  the  Interstate 
Commerce  Commission  into  territorial  groups,  as 
defined  in  Appendix  No.  II.  In  the  report  for  1908, 
casualties  to  passengers  from  causes  beyond  their  own 
control  are  grouped  as  in  table  on  preceding  page. 

The  number  of  casualties  bears  no  direct  relation  to 
the  number  of  collisions  or  derailments,  for  in  one 
collision  many  persons  may  have  been  imperiled  and 
in  another  but  very  few.  Still,  the  showing  in  Group 
VII  is  in  all  respects  unique.  This  group,  with  a 
mileage  of  13,081  miles,  includes  the  territory  between 
the  Great  Lakes  and  the  state  line  between  Indiana  and 
Illinois  on  the  east,  the  Ohio  River  on  the  south,  and 
the  Missouri  River  on  the  west.  On  the  other  hand, 
Group  VIII  shows  an  abnormally  greater  dispropor- 
tion of  injuries  from  both  collisions  and  derailments. 
This  group,  with  a  mileage  of  32,289  miles,  includes  the 
states  of  Arkansas,  Oklahoma,  Kansas,  Missouri 
(south  of  the  Missouri  River),  the  greater  portion  of 
Colorado,  and  small  areas  in  Texas  and  New  Mexico. 
It  is  rather  remarkable  that  these  two  groups  are  con- 
tiguous to  each  other  and  in  the  very  heart  of  the 
United  States.1 

1  In  the  report  for  1909,  the  casualties  to  passengers  from  collisions 
are  given  as  69  killed  and  2426  injured,  and  from  derailments  as  17 
killed  and  2426  injured.  In  Group  IV,  with  a  mileage  of  13,785 
miles,  the  life  of  no  passenger  was  lost  from  either  cause,  though  146 
were  injured.  This  group  includes  West  Virginia  and  the  South 
Atlantic  States,  excluding  Georgia.  In  Group  VII  this  year  there 
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In  tracing  the  causes  of  casualties  to  passengers,  it 
may  be  said  in  a  general  way  that  collisions  are  due  to 
unsuitable  methods  of  operation,  and  derailments  to 
defective  or  insufficient  appliances.  This  statement 
does  not  exclude  personal  negligence  or  recklessness 
in  either  case.  It  is,  however,  more  probably  a  con- 
tributing cause  of  collisions  than  of  derailments.  On 
this  view  of  the  situation,  how  shall  external  regulation 
be  so  applied  as  to  be  efficient  in  diminishing  the  perils 
to  which  passengers  are  exposed  by  collisions  and 
derailments  ? 

The  first  object  to  which  attention  should  be  drawn 
is  the  method  of  operating  trains.  This  is  a  matter 
which  does  not  require  much  investigation.  It  is  in 
evidence  in  the  train  rules.  Have  they  been  framed 
in  accordance  with  the  best  recognized  practice? 
That  practice  is  formally  and  officially  set  forth  by  the 
American  Railway  Association,  than  which  there  can 
be  no  higher  technical  authority.  The  next  point  to 
be  determined  is  whether  the  rules,  however  well 
devised,  are  suitable  to  the  service  in  which  they  are 
applied.  To  meet  this  situation,  the  American  Rail- 
way Association  has  authorized  alternative  codes  of 
train  rules  adapted  to  single-track  and  to  double- 
were  19  killed  and  49  injured  in  collisions  and  2  killed  and  192  injured 
in  derailments.  In  Group  VIII,  there  were  28  killed  and  598  injured 
in  collisions,  and  i  killed  and  744  injured  in  derailments;  so  that  in 
two  successive  years,  in  this  territorial  group,  the  casualties  to  pas- 
sengers were  more  numerous  than  elsewhere  in  the  United  States. 
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track  service  and  to  varying  circumstances  and  require- 
ments. This  association  has  also  prepared  codes  of 
rules  for  the  operation  of  the  manual  and  the  automatic 
systems  of  signaling  apparatus.  With  the  manual 
apparatus,  the  will  of  the  engineman  is  subordinated 
to  that  of  the  signal  operator ;  with  automatic  appara- 
tus, it  is  subordinated  to  the  movement  of  the  signals 
by  the  trains  themselves.  Here  the  element  of  human 
volition  is  eliminated,  except  as  to  willful  interference 
or  as  to  neglect  in  the  maintenance  of  the  apparatus. 
Most  of  the  collisions  and  derailments  that  have 
resulted  in  casualties,  and  many  that  have  not  been  so 
unfortunately  emphasized  as  to  appear  in  the  official 
reports,  have  been  due  to  the  attempt  to  perform  a 
high-class  service  with  inadequate  facilities.  A  road 
is  hastily  constructed  to  meet  the  urgent  requirements 
of  a  region  without  railroad  communication.  Its 
track  is  of  light  rails  and  poorly  laid ;  its  stations  are 
far  apart;  its  sidings  are  short;  its  water  tanks  are 
on  the  main  line  for  convenient  access  to  reliable 
sources  of  supply.  It  is  virtually  without  other  sig- 
naling apparatus  than  a  red  flag  to  stop  trains  for 
telegraph  orders.  The  traffic  grows  faster  than  fa- 
cilities are  provided  for  conducting  it  properly.  Com- 
petition induces  train  schedules  at  rates  of  speed 
quicker  than  are  warranted  by  the  condition  of  the 
track  and  equipment  and  by  the  system  of  train 
dispatching;  and  collisions  and  derailments  ensue. 
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This  is,  in  short,  the  whole  story.  The  corporation 
has  failed  to  apply  a  proper  remedy  internally,  and  it 
remains  for  one  to  be  applied  externally.  For  a  long 
time,  the  only  external  remedy  was  in  the  form  of  a 
suit  for  damages.  This  remedy,  which  has  been  of 
value  to  the  legal  fraternity,  may  be  measured  in  dol- 
lars by  a  railroad  corporation  and  be  provided  for  by 
contract  with  an  accident  insurance  company;  but 
legislation  should  furnish  remedies  of  a  prophylactic 
nature.  They  should  prevent  and  not  follow  upon 
such  cases.  In  a  previous  work,  it  was  proposed  that 
railroads  should  be  classified  according  to  the  charac- 
ter of  the  service  which  their  respective  managements 
voluntarily  undertake  to  render,  and  that  the  neces- 
sary requirements  as  to  safety,  convenience,  and  dis- 
patch should  be  prescribed  by  state  or  federal  author- 
ity, varying  with  the  character  of  the  service  thus 
undertaken  and  primarily  with  the  permissible  speed  of 
trains.  The  subject  has  there  been  treated  at  greater 
length  than  the  allowable  space  here  will  permit  and, 
with  this  reference  to  it,  attention  will  now  be  directed 
from  methods  for  the  protection  of  passengers  to  those 
involving  protection  to  railroad  employees.1 

Although  the  railroad  companies  owe  a  higher  duty 

to  their  passengers  than  to  their  employees,  the  latter 

are  exposed  to  much  greater  danger.     It  is  of  interest 

to  resort  again  to  a  comparison  of  our  own  experience 

1  See  "Railway  Corporations  as  Public  Servants,"  p.  159. 
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and  that  on  the  British  railways.     With  the  informa- 
tion attainable,  the  result  may  be  stated  as  follows :  — 


GREAT  BRITAIN  AND  IRELAND 

UNITED  STATES 

Number 
affected 

Killed 

Injured 

Number 
affected 

Killed 

Injured 

1907  .... 

1908  .... 

275,671 
275,671! 

330 

256 

4,665 
3,935 

932,819 
795,886 

3,528 
2,627 

44,602 
37,523 

As  the  classes  of  employees  here  included  are  almost 
continually  imperiled  during  working  hours,  some 
notion  of  their  comparative  danger  may  be  deduced 
from  the  proportion  of  casualties  to  the  number  so 
exposed. 


GREAT  BRITAIN 

UNITED  STATES 

Killed 

Injured 

Killed 

Injured 

1907    

1908     

One  in    935 
One  in  1076 

One  in  59 
One  in  70 

One  in  264 
One  in  303 

One  in  20 
One  in  21 

This  comparison  is  somewhat  vitiated  by  the  as- 
sumption that,  in  Great  Britain  and  Ireland,  the 
number  of  employees  thus  imperiled  was  the  same 
in  both  years ;  but  the  general  effect  of  the  comparison 
is  that  railway  service  is  a  more  dangerous  occupation 
in  this  country,  apparently  in  the  proportion  of  three 


to  one. 


1  As  per  census  of  1907. 
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Some  approximation  may  be  made  likewise  as  to  the 
relative  peril  of  certain  classes  of  these  employees. 
For  instance,  in  the  same  two  years,  the  numbers  of 
deaths  and  injuries  have  been  relatively  as  follows :  — 


GREAT  BRITAIN 

UNITED  STATES 

Killed 

Injured 

Killed 

Injured 

Trainmen  

One  in  965 

One  in  360 
One  in  104 
One  in  8  14 

One  in  33 

One  in    14 
One  in   36 
One  in  41  2 

One  in    133 

One  in    325 
One  in  3957 
One  in    536 

One  in     7 

One  in   46 
One  in  526 
One  in  154 

Switchmen  and  watch- 
men    

Station  men  .... 
Trackmen  

The  evident  disparity  in  the  relative  proportion  of 
casualties  to  station  men  indicates  that  the  character 
of  the  work  done  by  employees  thus  classified  is  so 
very  different  in  the  two  countries  as  to  render  it  im- 
possible to  draw  any  deductions  of  value  from  this 
comparison.  While  the  risk  to  switchmen  and  watch- 
men is  nearly  alike,  the  comparatively  greater  peril  to 
trackmen  in  the  United  States  cannot  be  analyzed  as 
to  causes,  for  lack  of  information  on  this  point  in  the 
British  reports;  this,  however,  can  be  done  as  to  the 
United  States  alone. 

The  casualties  to  trackmen  in  1907,  1908,  and  1909 
averaged  annually  as  follows  (see  p.  316). 

From  this  statement,  the  preponderance  of  casual- 
ties to  trackmen  is  due  to  being  struck  by  trains. 
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KILLED 

INJURED 

Coupling  cars   

2 

Id. 

Train  accidents     

^6 

282 

Falling  or  jumping  from  trains     .... 
Struck  by  trains    

103 
488 

373 

i-ij. 

Overhead  obstructions   

A 

7 

Other  causes     

4O 

IOOO 

Whether  this  be  a  result  of  their  own  carelessness  or 
not,  these  figures  indicate  a  lack  of  protection  to  them 
which  could  be  measurably  furnished  by  requiring 
that  each  gang  engaged  in  trackwork  should  be  pro- 
vided with  a  special  lookout  for  approaching  trains. 
This  research  into  the  causes  of  casualties  to  railroad 
employees  is  now  narrowed  down  to  those  to  trainmen. 
It  is  certainly  remarkable  that  this  class  of  employees 


KILLED 

INJURED 

Coupling  cars       

202 

^.I^O 

Train  accidents    

eeo 

5,4Oi 

Falling  or  jumping  from  trains  

513 

10,081 

•2CTQ 

883 

Overhead  obstructions  

7O 

002 

Other  causes   

l87 

14,930 

Total  average  1     

IOO8 

76x76 

1  It  is  gratifying  to  observe  a  continual  decrease  in  the  total  num- 
ber of  these  casualties  in  the  three  years  under  consideration  :  — 

KILLED        INJURED 

1907 2S37         40,755 

1908 1842         35>82i 

1909 1344         29,118 
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should  be  exposed  to  so  much  greater  peril  here  than  in 
Great  Britain.  The  proportion  as  to  deaths  is  seven 
times  as  much  and  as  to  injuries  nearly  five  times. 
What  impression  does  it  make  on  one's  mind  to  see  the 
statement  that  one  trainman  out  of  seven  is  injured 
annually  on  our  railroad  system  ?  The  causes  of  these 
casualties,  as  classified  in  the  reports  for  1907,  1908, 
and  1909,  have  averaged  as  in  table  on  preceding 
page. 

According  to  this  analysis,  fifty-six  per  cent  of  the 
deaths  and  fifty-one  per  cent  of  the  injuries  to  train- 
men from  these  causes  are  occasioned  either  by  train 
accidents  or  by  falling  or  jumping  from  trains,  which 
are  substantially  in  the  same  category.  This  is  a  peril 
which  trainmen  share  in  common  with  passengers, 
and  the  remedies  suggested  for  the  protection  of  pas- 
sengers against  train  accidents  would,  by  preventing 
their  occurrence,  serve  also  to  diminish  the  number  of 
casualties  to  trainmen.  The  casualties  from  "over- 
head obstructions"  are  principally  caused  by  the  lack 
of  suitable  bridge  guards,  a  simple  and  efficient 
device.  Those  classified  as  "struck  by  trains"  are  in 
a  great  measure  the  result  of  personal  negligence  or  of 
carelessness ;  while  those  from  "other  causes"  may  be 
considered  as  risks  incidental  to  the  character  of  the 
service,  and  are  probably  to  a  large  extent  of  minor 
importance.  The  casualties  from  "coupling  cars" 
have  been  specially  prominent  in  inducing  federal 
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regulation  of  railroad  operation  and  will  therefore  be 
considered  separately  and  at  greater  length. 

In  all  early  railroad  legislation,  whether  state  or 
.  federal,  there  had  been  an  absence  of  regulation  as 
to  train  service  and  equipment,  except  as  to  lighting 
and  heating  passenger  trains  and  as  to  providing  drink- 
ing water  for  passengers.  There  was  a  more  generally 
prevailing  regulation  that  freight  cars  should  not  be 
attached  to  the  rear  of  a  passenger  train.  Trains  were 
required  to  stop  at  railroad  intersections  and  draw- 
bridges, and  the  bell  or  whistle  was  to  be  sounded  in 
approaching  highway  crossings.  The  station  service 
was  also  regulated  in  some  respects ;  but  there  was  no 
efficient  and  systematic  regulation  of  railroad  operation 
as  a  whole  nor  of  any  of  its  special  features,  until  the 
injury  to  trainmen  in  coupling  cars  was  made  a  politi- 
cal issue.  The  circumstances  which  induced  the  en- 
suing legislation  by  Congress  and  the  conditions  under 
which  that  legislation  was  formulated  are  of  such  value 
in  the  consideration  of  the  regulation  of  railroad  opera- 
tion in  its  other  features  as  to  warrant  a  description  of 
them  here  in  some  detail. 

The  first  notice  of  any  interest  in  this  subject  is  in 
the  proceedings  of  the  Third  Annual  Convention  of  the 
Master  Car  Builders,  in  1869,  in  which  attention  is 
called  to  the  varying  heights  of  drawheads  and  coup- 
lers as  a  cause  of  danger  to  employees;  and,  in  1871. 
this  association  established  a  uniform  height  for  these 


PROBLEMS   IN   OPERATION  319 

appliances.  In  1874,  the  same  association  took  up 
the  subject  of  a  standard  drawbar  which  should  be  a 
self-coupler.  The  next  year  there  was  a  further 
advance  in  the  requirement  that  the  coupler  should 
avoid  the  use  of  links  and  pins.  Two  years  later,  a 
committee  of  yardmasters  asserted  that  they  cared 
nothing  for  self-couplers.  They  wanted  deadwoods 
over  the  drawbars,  as  a  protection  from  being  crushed 
between  the  cars.  In  1878,  the  association  appointed 
a  committee  which  was  to  communicate  with  the  yard- 
masters,  to  investigate  the  causes  of  accidents  to  train- 
men and  "to  report  what  means  can  be  provided  to 
protect  train  and  yard  men  from  injury  while  in  the 
performance  of  their  duties."  The  committee  re- 
ported, as  the  result  of  a  hundred  inquiries,  that  the 
yardmasters  considered  the  variation  in  the  height 
of  drawbars  and  deadwoods  as  common  causes  of 
injury. 

In  1 88 1,  the  president  of  the  association  referred  to 
"the  defective  and  expensive  devices  for  coupling 
freight  cars  which  have  been  in  use  for  many  years" 
experimentally,  as  "without  any  marked  improvement 
upon  the  old  link-and-pin  system."  He  mentioned 
the  subject  as  one  now  recognized  as  "of  so  much  im- 
portance that  our  legislatures  have  been  called  on  to 
investigate  the  matter.  .  .  .  Whenever  it  has  been 
shown  that  the  railroad  companies  could  better  protect 
the  lives  of  passengers  and  employees  by  the  use  of 
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practical  improvements  there  has  been  no  necessity  for 
legislation  or  any  other  pressure,  other  than  the  plain 
facts,  to  place  such  improvements  in  use."  Again, 
in  1882,  the  same  president,  Mr.  Gary,  of  the  New 
York  Central  and  Hudson  River  Railroad,  said,  "If  an 
automatic  coupler,  or  one  sufficiently  so  as  to  prevent 
the  necessity  for  trainmen  standing  between  cars 
while  in  the  act  of  coupling,  could  be  put  in  general 
use,  with  a  simple  and  efficient  train  brake  under  the 
control  of  the  engineer,  and  arranged  so  that  it  could 
be  applied  from  any  part  of  the  train,  they  would  re- 
move many  of  the  sources  of  accidents  to  men  while 
handling  cars."  At  the  same  meeting,  a  committee 
reported  that  its  members  "had  not  as  yet  seen  an 
automatic  coupler  that  they  would  feel  justified  in 
recommending  to  the  association." 

The  Master  Car  Builders'  Association  made  a  public 
trial,  in  September,  1885,  of  forty-two  self-coupling 
devices,  and  recommended  twelve  of  them  for  trial  in 
actual  service.  In  July,  1886,  and  in  May,  1887,  in  a 
series  of  competitive  trials  of  power  brakes  on  freight 
trains,  it  was  found  that  link-and-pin  couplers  could 
not  be  used  in  connection  with  power  brakes ;  so  that 
it  was  not  until  1887  that  the  idea  of  an  automatic 
link-and-pin  coupler  passed  definitely  out  of  the  minds 
of  practical  men.  In  1887,  the  executive  committee 
of  the  association  recommended  "as  a  standard  form 
of  coupling,  the  Janney  type  of  coupler,"  and  "that 
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all  other  forms  of  couplers  that  will  automatically 
couple  to  and  with  this  coupler  under  all  conditions  of 
service  are  to  be  considered  as  within  the  Janney  type 
and  conforming  to  the  standard  of  this  association." 
It  was  determined  to  decide  this  matter  by  letter 
ballot,  and  in  1888  the  result  was  announced  as  474  in 
favor  of  and  194  against  the  adoption  of  the  Janney 
type. 

After  this  account  of  the  action  taken  by  the  tech- 
nical officials  of  the  railroad  companies  looking  to  the 
adoption  of  a  safety  coupler,  we  may  ascertain  the 
steps  which  had  been  taken  in  the  same  direction  by 
legislatures  and  railroad  commissioners.  In  1880, 
eleven  years  after  the  Master  Car  Builders'  Associa- 
tion had  first  given  attention  to  this  matter,  the  Massa- 
chusetts legislature  instructed  the  Board  of  Railroad 
Commissioners  to  investigate  and  report  on  the  subject 
of  freight  car  couplers.  The  Board  stated  that  it 
could  not  report  satisfactorily  on  models,  nor  even  on 
trial  tests;  that  the  only  valuable  results  were  "by 
continued  use  in  the  actual  course  of  traffic."  The 
Board  preferred  to  be  guided  by  the  action  of  the  rail- 
road corporations.  It  was  the  opinion  of  the  railroad 
managers  that  most  of  the  accidents  were  owing  to  the 
recklessness  of  the  trainmen.  They  cited  instances 
where  wooden  or  iron  rods  having  been  provided  to 
avoid  the  necessity  of  going  between  freight  cars,  the 
brakemen  looked  upon  their  use  as  cowardice;  and  the 
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Board  added  "  there  is  much  truth  in  these  state- 
ments." 

In  1884,  the  Massachusetts  legislature  required  the 
use  of  "such  form  or  forms  of  automatic  or  other 
safety  couplers  as  the  Board  of  Railroad  Commission- 
ers may  prescribe  after  examination  and  test  of  the 
same,  to  take  full  effect  on  March  i,  1885."  Before 
that  time,  however,  the  Master  Car  Builders'  Associa- 
tion had  retained  an  expert  "to  devise,  conduct,  and 
record  tests  of  automatic  car  couplers."  The  Board 
of  Commissioners  nevertheless  undertook  to  solve  the 
problem  independently.  The  Board  announced  that 
it  would  not  "order  the  use  of  any  coupler  which  had 
not  yet  been  tested  in  actual  traffic" ;  that  "it  is  im- 
possible to  foretell  the  safe  working  of  any  such  device 
until  it  has  been  tried,  and  it  would  be  a  scandal  to 
prescribe  the  use  of  any  coupler  whose  safety  had  not 
been  shown  by  actual  test."  The  Board  did,  however, 
"prescribe"  five  different  patterns  of  couplers  that 
would  not  couple  with  each  other.  By  March  i,  1885, 
all  new  cars  and  all  cars  in  which  new  couplers  were 
placed  were  to  be  provided  with  one  of  these  five 
devices.  Yet  in  July,  1888,  only  5000  of  the  pre- 
scribed couplers  had  been  so  applied. 

The  Massachusetts  Board  of  Railroad  Commission- 
ers had  prescribed  the  use  of  some  one  of  five  devices 
that  would  not  couple  with  each  other ;  and  its  author- 
ity only  extended  over  the  equipment  of  the  companies 


PROBLEMS   IN   OPERATION  323 

incorporated  in  that  state.  The  end  which  the  master 
car  builders  had  in  view  was  a  thoroughly  efficient 
device  that  could  be  applied  uniformly  to  the  equip- 
ment of  the  entire  railroad  system.  This  result  was 
realized  by  the  inventive  genius  of  two  men,  working 
independently  of  each  other  and  in  different  fields  of 
activity — Janney  and  Westinghouse.  In  devising  an 
automatic  coupler,  Janney  put  aside  the  established 
link-and-pin  system  and  originated  the  system  of 
coupling  by  compression  of  buffer  springs  in  connec- 
tion with  vertical  hooks.  Under  this  system,  instead 
of  a  train  being  composed  of  a  chain  of  cars  loosely 
linked  together,  it  became  a  closely  articulated  series 
of  vehicles  forming  a  compact  mass.  Under  the  link- 
and-pin  system,  the  shock  from  collision  gained  mo- 
mentum as  it  was  transmitted  through  the  spaces 
from  car  to  car,  tearing  off  platforms  and  crushing  the 
vehicles.  Under  the  compressed  coupling  system,  the 
original  force  of  the  collision  was  not  similarly  aug- 
mented, but  gradually  lost  intensity  in  the  compres- 
sion of, the  buffer  springs.  To  this  advantage  was 
added  that  of  automatic  coupling  by  impact,  which  did 
away  with  the  necessity  of  going  between  the  cars  or 
for  handling  the  coupling  hooks. 

The  invention  of  the  system  of  coupling  by  spring 
compression  prepared  the  way  for  the  introduction 
of  the  compressed  air  brake  of  Westinghouse.  For,  as 
the  Master  Car  Builders'  Association  had  ascertained 
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by  a  series  of  practical  tests,  link-and-pin  couplers 
could  not  be  used  in  a  train  equipped  with  power 
brakes.  These  devices  were  first  conjointly  in  use  on 
the  Pennsylvania  Railroad,  and  then,  through  their 
adoption  in  the  Pullman  car  service,  their  use  grad- 
ually extended  elsewhere,  at  the  time  that  the  Master 
Car  Builders'  Association  gave  official  sanction  to  the 
Janney  type  of  coupler. 

But  the  Janney  type  was  patented,  and  the  railroad 
companies  were  reluctant  to  equip  their  entire  freight 
car  service  with  a  single  patented  coupling  device. 
Then,  let  it  be  said  to  the  credit  of  the  proprietors  of 
that  patent,  in  June,  1888,  the  Janney  Car  Company 
agreed  "to  waive  all  claims  for  patents  on  contour 
lines  of  coupling  surfaces  of  car  couplers  used  on  rail- 
roads, members  of  the  Master  Car  Builders'  Associa- 
tion." To  the  generosity  of  the  owners  of  this  patent, 
as  much  as  to  the  genius  of  Janney  and  of  Westing- 
house,  the  American  people  owe  to-day  the  establish- 
ment of  a  uniform  system  of  safety  coupling  appli- 
ances. As  a  committee  of  the  Master  Car  Builders' 
Association  stated,  it  was  then  "in  the  power  of  any 
inventor  or  manufacturer  of  couplers,  now  or  hereafter, 
to  determine  for  himself  whether  his  coupler  will 
automatically  couple  to  and  with  this  standard,  under 
all  conditions  of  service."  The  executive  committee 
of  that  association  could  well  say,  "We  have  performed 
our  duty,  and  to  our  superior  officers  belongs  the 
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question  of  negotiation  for  the  use  of  these  couplers. " 
Organized  action  by  the  railroad  companies  as  a  gen- 
eral system  was  then  required  to  make  efficient  the 
recommendations  of  their  technical  experts. 

In  April,  1890,  the  matter  was  brought  to  the  atten- 
tion of  the  American  Railway  Association,  which  is 
the  representative  body  of  the  railroad  managements. 
In  addressing  that  association,  its  president  used  the 
following  language,  "There  are  improvements  in 
methods  and  appliances  now  passing  from  the  experi- 
mental stage,  in  which  they  are  properly  the  subjects 
for  consideration  in  technical  associations,  to  the  stage 
in  which  the-  responsible  managements  must  decide 
whether  they  will  recognize  them  as  sufficiently  val- 
uable for  general  adoption."  In  October,  1890,  the 
type  of  safety  coupler  that  had  become  known  as  the 
" Master  Car  Builders'  Freight  Coupler"  was  recog- 
nized by  the  railroad  companies  of  the  United  States 
as  the  standard  coupler,  so  far  as  it  was  possible  for 
this  to  be  done  by  their  organized  action. 

Meantime,  what  had  been  accomplished  by  legisla- 
tive regulation  ?  In  1884,  the  Massachusetts  legisla- 
ture had  required  that,  by  March  i,  1885,  the  railroad 
companies  in  that  state  should  have  equipped  their 
freight  cars  with  such  forms  of  safety  couplers  as  the 
Board  of  Railroad  Commissioners  might  prescribe, 
and  the  Board  had  prescribed  five  different  kinds.  In 
January,  1888,  the  Board  reported  that  2500  cars  had 
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been  so  equipped.  In  January,  1891,  the  Board  fur- 
ther reported  that  it  had  "in  contemplation  action 
looking  to  a  revocation  of  some  of  the  approvals  here- 
tofore issued,"  and  that  it  had  generally  approved  of 
all  couplers  of  the  master  car  builders'  type.  This 
was  virtually  an  admission  of  the  failure  of  the  com- 
pulsory legislation  of  1884  to  accomplish  anything  in 
seven  years,  and  an  acknowledgment  that  all  which 
had  been  accomplished  up  to  January,  1891,  was  the 
work  of  the  master  car  builders  of  the  railroad  com- 
panies. 

In  1890,  the  Massachusetts  legislature  had  urged 
upon  Congress  to  instruct  the  Interstate  Commerce 
Commission  to  recommend  the  railroad  companies 
to  take  some  action  in  this  matter  and  to  suggest 
such  legislation  as  might  seem  necessary  or  expedient. 
The  Interstate  Commerce  Commission  called  a  con- 
vention of  the  state  railroad  commissioners  which, 
in  May,  1890,  resolved  that  the  state  legislatures 
should  require  freight  cars  to  be  equipped  with 
"an  automatic  coupler  of  the  master  car  builders' 
type"  and  recommended  Congress  to  take  similar 
action.  The  extent  to  which  public  attention  had 
been  drawn  to  the  matter  of  railroad  safety  appliances 
led  to  its  mention  in  the  message  of  President  Harrison 
to  Congress  in  December,  1890,  in  which  he  said: 
"The  chief  difficulty  in  the  way  is  to  secure  agree- 
ment as  to  the  best  appliances  —  simplicity,  effective- 
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ness,  and  cost  being  considered.  This  difficulty  will 
only  yield  to  legislation,  which  should  be  based  upon 
full  inquiry  and  impartial  tests.  The  purpose  should 
be  to  secure  the  cooperation  of  all  well-disposed 
managers  and  owners."  Such  cooperation  had  been 
publicly  and  efficiently  given  by  the  American  Rail- 
way Association,  two  months  before  the  date  of  this 
message. 

At  a  meeting  of  the  state  railroad  commissioners, 
held  in  March,  1891,  under  the  auspices  of  the  Inter- 
state. Commerce  Commission,  a  committee  was 
appointed  "to  give  a  hearing  to  accredited  represent- 
atives of  such  organizations  of  railroad  officials  or 
employees  as  may  desire  to  be  heard."  At  the  hear- 
ing, the  American  Railway  Association,  which  then 
embraced  corporations  controlling  120,000  miles 
of  the  total  railroad  mileage  of  153,000  miles,  was 
represented  by  its  executive  committee.  The  com- 
mittee of  commissioners,  however,  expressed  no  desire 
for  cooperation  with  them.  The  members  of  the 
committee  could  not  agree  as  to  the  form  of  the 
desired  federal  legislation,  and  the  matter  was  left 
in  this  condition  for  Congressional  action. 

Unfortunately,  at  this  stage  of  legislative  regu- 
lation, the  protection  of  railroad  employees  from 
injury  in  the  discharge  of  their  duties  became  a  polit- 
ical issue.  Differences  between  the  railroad  manage- 
ments and  the  leaders  in  the  brotherhoods  of  railroad 
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employees,  that  had  nothing  to  do  with  safety  appli- 
ances, had  been  adroitly  utilized  to  aggravate  public 
opinion,  which  had  already  been  incited  against 
railroad  corporations  on  the  subject  of  rates.  The 
opportunity  was  eagerly  seized  for  partisan  purposes 
by  both  political  parties  in  the  presidential  campaign 
of  1892,  and  the  safety  of  railroad  employees  was 
made  a  plank  in  each  of  their  platforms.  As  a  con- 
sequence, when  Congressional  committees  took  the 
subject  under  advisement,  the  technical  problems 
that  it  involved  were  ignored.  There  was  no  mention 
of  "full  inquiry  and  impartial  tests"  as  recommended 
in  the  President's  message.  The  main  purpose  was 
to  secure  the  great  number  of  votes  which  were  sup- 
posed to  be  controlled  by  the  brotherhood  represent- 
atives. Behind  them,  a  group  of  agents  of  patent 
safety  couplers  was  insidiously  maneuvring  to  have 
their  devices  specifically  introduced  into  the  compul- 
sory legislation. 

The  accredited  representatives  of  the  railroad  com- 
panies did  not  oppose  such  legislation;  but  they 
wished  it  applied  in  conformity  with  their  own  expe- 
rience, and  they  objected  to  being  handed  over  to 
the  tender  mercy  of  patent  monopolists.  The  extent 
of  the  influence  of  this  character  was  indicated  in  an 
attempt  to  secure  an  expression  of  opinion,  from  em- 
ployees engaged  in  handling  cars  in  the  New  England 
States,  "  as  to  the  form  of  coupler  which  best  combines 
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uniformity,  automatic  action,  and  safety."  Out  of 
1948  votes,  1239  favored  a  certain  patented  link-and- 
pin  device,  and  but  585  were  for  couplers  of  the  master 
car  builders'  type.1  Yet  that  type  had  already  been 
applied  to  over  200,000  cars,  and  experience  had  proved 
that  link-and-pin  couplers  could  not  be  used  in  con- 
nection with  power  brakes.  So  much  for  the  plan 
of  determining  by  vote  of  employees  how  $25,000,000 
should  be  expended  for  safety  appliances  ! 

Nevertheless,  the  idea  of  deferring  to  the  views  of 
brotherhood  representatives  was  dominant  in  the 
minds  of  Congressional  committeemen ;  and  this  idea 
was  eloquently  enforced  by  gestures  of  maimed  hands, 
injured  in  the  use  of  link-and-pin  couplers  !  It  was 
proposed  that  a  commission  including  yard  switch- 
men should  be  appointed  to  choose  a  coupler  which 
the  President  of  the  United  States  was  then  to  pro- 
claim as  the  standard  safety  coupler.  It  was  even 
suggested  that  the  matter  should  be  determined  by 
a  vote  of  "members  of  established  and  recognized 
organizations  of  railroad  employees."  But  the  rail- 
road managements  opposed  the  selection  of  a  standard 
coupler  by  a  plebiscite.  They  asserted  that  legis- 
lation on  this  basis  would  perpetuate  the  use  of  some 
imperfect  device  which  would  be  unsatisfactory  in 

1  The  real  cause  of  opposition  to  couplers  of  this  type  was  the  fear 
that,  because  of  its  very  safety  and  simplicity,  inexperienced  men 
could  readily  be  obtained  for  train  service. 
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its  operation  and  would  not  furnish  the  desired  pro- 
tection. At  length,  an  understanding  was  reached 
with  the  more  conservative  brotherhood  leaders  by 
which  a  measure  received  the  approval  of  the  Con- 
gressional committees  that  virtually  legalized  the 
action  recommended  by  the  American  Railway 
Association. 

In  1893,  this  measure  became  law  as  the  Railway 
Safety  Appliance  Act,  and  to  this  day,  it  is  in  effect 
without  substantial  amendment.  As  a  result,  each 
freight  car  engaged  in  interstate  commerce,  over 
2,000,000  in  number,  is  equipped  with  automatic 
couplers  of  a  uniform  type,  and  with  interchangeable 
air  brake  apparatus.  Similar  uniformity  has  been  at- 
tained in  a  number  of  minor  details,  for  the  protection 
of  men  in  switching  service,  while  the  Interstate  Com- 
merce Commission  has  been  endowed  with  ample 
authority  for  inspection  as  to  their  efficient  main- 
tenance. 

Now  that  this  law  has  been  in  force  seventeen  years, 
what  has  been  its  effect  as  a  protection  to  trainmen  ? 
The  report  of  the  Interstate  Commerce  Commission 
for  the  year  ending  June  30,  1890,  stated  that  369 
men  had  been  killed  and  7482  injured  in  coupling 
cars,  while  its  report  for  1909  gives  the  number  as 
155  killed  and  2382  injured.  In  1893,  forty-four  per 
cent  of  the  casualties  to  trainmen  were  from  coupling 
cars,  a  percentage  which  had  been  reduced  to  about 
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seven  per  cent  in  1909  !  Any  comparison  deduced 
from  these  statistics  should  be  qualified  by  certain 
conditions.  Casualties  of  this  character  are  now 
more  accurately  reported,  and  the  number  of  freight 
cars  in  service  has  meantime  been  doubled.  But 
there  will  always  exist  an  irreducible  remainder  of 
casualties,  due  to  the  recklessness  that  accompanies 
familiarity  with  danger. 

This  lengthy  account  of  the  course  that  was  pur- 
sued in  the  regulation  of  safety  appliances  in  train 
service,  if  carefully  considered,  will  afford  a  valuable 
object  lesson  as  to  the  right  and  the  wrong  way  to 
go  about  any  intervention  of  external  authority  in 
the  regulation  of  technical  details  of  railroad  opera- 
tion. For,  as  in  this  instance,  the  successful  conduct 
of  railroad  traffic  depends  upon  the  coordination  of 
many  details  that  escape  the  attention  of  the  casual 
observer  and  whose  importance  may  not  be  appre- 
ciated even  by  those  who  are  familiar  with  the  super- 
ficial features  of  the  service.  Standards  of  safety 
should  therefore  be  changed  with  changes  in  equip- 
ment and  in  details  of  operation.  They  should  be 
prepared  by  practical  experts  who  are  made  responsible 
for  results,  preferably  by  the  American  Railway 
Association,  subject  to  approval  by  the  Interstate 
Commerce  Commission.  With  this  in  mind,  some 
principles  may  be  educed  from  such  practical  expe- 
rience that  might  be  applied  in  a  more  general  consid- 
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eration  of  the  problems  associated  with  the  govern- 
ment regulation  of  railroad  train  service. 

An  equally  impressive  example  of  the  benefit  to  be 
derived  from  the  cooperation  of  an  administrative 
bureau  of  government  with  an  organized  association 
of  railroad  managements  in  the  regulation  of  railroad 
operation  is  to  be  found  in  the  establishment  of  rules 
governing  the  transportation  of  explosives.  Serious 
accidents  resulting  in  loss  of  life  and  destruction  of 
property  occurred  so  frequently  from  this  cause  that 
in  April,  1905,  the  matter  was  taken  under  considera- 
tion by  the  American  Railway  Association.  An 
instance  was  cited  in  which  a  car  loaded  with  powder, 
in  a  freight  train  standing  on  a  siding,  exploded  just 
as  a  passenger  train  was  passing.  The  passenger 
train  was  partly  destroyed  and  fifteen  persons  were 
killed.  Investigation  of  these  occurrences  showed 
great  carelessness  and  even  intentional  concealment 
in  the  packing  of  explosives,  as  well  as  negligence  in 
loading  the  packages  into  cars  and  in  handling  the 
trains  to  which  such  cars  were  attached.  A  committee 
was  appointed  to  prepare  regulations  for  the  safe 
transportation  of  explosives,  which  obtained  the  val- 
uable assistance  of  an  experienced  officer  in  the  ord- 
nance department  of  the  United  States  army.  Under 
his  direction,  in  February,  1907,  a  bureau  was  organ- 
ized to  enforce  the  regulations  recommended  by  the 
association.  Courses  of  lectures  were  given  by 
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officials  of  this  bureau  to  railroad  employees,  manu- 
facturers, and  shippers,  who,  by  this  educational  pro- 
cess, were  stirred  to  personal  interest  in  the  enforce- 
ment of  these  regulations,  which  have  now  become 
a  part  of  the  law  of  the  land. 

This  subject  was  brought  to  the  attention  of  Con- 
gress, which  passed  an  act,  approved  May  30,  1908, 
and  amended  July  i,  1910,  "to  promote  the  safe 
transportation  in  interstate  commerce  of  explosives 
and  other  dangerous  articles,  and  to  provide  penalties 
for  its  violation."  This  act  gave  authority  over  the 
matter  to  the  Interstate  Commerce  Commission, 
which  promptly  incorporated  the  rules  of  the  Ameri- 
can Railway  Association  in  a  series  of  regulations, 
made  effective  on  October  n,  1908.  By  virtue  of 
these  regulations,  "the  Bureau  for  the  Safe  Trans- 
portation of  Explosives  and  other  Dangerous  Articles 
of  the  American  Railway  Association  "  was  authorized, 
through  its  agents,  to  inspect  even  the  methods  of 
manufacture  and  packing  of  explosives  "so  far  as  it 
affects  safe  transportation."  As  a  result  of  this  author- 
ization, the  Bureau  of  Explosives,  in  1908,  inspected 
270  factories  and  1540  magazines.  It  condemned  in 
that  year  as  unsafe  for  transportation  5383  packages 
and,  in  1909,  11,547.  The  known  property  losses  aris- 
ing from  accidents  in  transporting  explosives  were:  — 

In  1908 $496,820 

In  1909 114,629 
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Persons  killed  and  injured  : 

KILLED 

INJURED 

80 

C7 

<?2 

DO 

26 

The  regulations  of  the  American  Railway  Associa- 
tion as  to  the  transportation  of  explosives  have  since 
been  adopted  by  the  Board  of  Railway  Commis- 
sioners of  Canada. 

The  researches  of  the  Bureau  into  the  manufacture, 
packing,  and  transportation  of  explosives  were  mean- 
time extended  to  a  similar  investigation  as  to  other 
articles  of  a  hazardous  nature.  This  investigation 
resulted  in  the  formulation  by  the  American  Railway 
Association  of  "  Regulations  for  the  Transportation  of 
Inflammable  Articles  and  Acids,"  to  take  effect  July 
i,  1909.  In  this  matter  the  association  had  the 
hearty  cooperation  of  the  Manufacturing  Chemists' 
Association  and  of  the  National  Wholesale  Druggists' 
Association.  The  known  property  losses  occurring 
in  1908  in  the  transportation  of  inflammable  articles 
were  ascertained  at  $1,529,022.  In  ten  months,  no  less 
than  47  fires  in  trains  were  traced  to  the  transporta- 
tion of  charcoal  and  21  of  coke.  It  is  greatly  to  be 
desired  that  the  authority  of  the  Interstate  Commerce 
Commission  may  be  directed  to  this  peril  in  railway 
operation  as  effectually  as  it  has  been  to  the  trans- 
portation of  explosives.  For,  as  a  consequence  of  the 
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federal  legislation  on  this  latter  subject,  willful  vio- 
lators of  the  law  have  been  prosecuted  to  conviction 
and  subjected  to  fines  and  imprisonment. 

The  problems  hereinbefore  discussed  in  connection 
with  railway  service  have  related  directly  to  safety 
requirements.  As  to  dispatch  in  railway  operation, 
no  one  thing  is  of  greater  importance  than  the  prompt 
and  efficient  movement  of  freight  cars.  This  matter 
was  brought  forcibly  to  public  attention  in  December, 
1906,  by  complaints,  principally  from  the  region  be- 
tween the  Mississippi  River  and  the  Rocky  Mountains, 
as  to  the  embarrassment  to  business,  and  even  the 
severe  suffering  in  certain  communities,  from  the 
continued  delay  in  transit  of  necessary  commodities. 
It  was  asserted  that  the  railroads  of  the  country  did 
not  have  sufficient  equipment  to  provide  for  the 
current  demands  upon  them  for  transportation  fa- 
cilities. President  Roosevelt  was  so  much  impressed 
by  the  urgency  of  the  situation  that  he  contemplated 
sending  a  special  message  to  Congress  recommending 
the  passage  of  a. law  to  compel  railroad  companies 
to  furnish  cars  within  a  reasonable  time  after  they 
were  ordered. 

A  bill  of  this  character  was  introduced  into  the 
House  of  Representatives.  Among  its  provisions 
was  one  requiring  that  a  demand  for  a  number  of 
cars  less  than  twenty-five  should  be  complied  with  in 
three  days  and  within  ten  days  for  a  greater  number. 
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A  penalty  was  to  be  paid  to  the  shipper  of  one  dollar 
per  car  for  each  day's  delay,  and  an  additional  lia- 
bility for  all  damages  suffered  in  consequence  by  the 
shipper.  On  January  4,  1907,  a  meeting  was  held  in 
Chicago  of  delegates  from  many  commercial  organ- 
izations to  form  a  "  National  Reciprocal  Demurrage 
Association."  At  this  meeting,  a  resolution  was 
passed  demanding  federal  legislation  which  should 
make  it  the  duty  of  the  Interstate  Commerce  Com- 
mission to  make  rules  for  reciprocal  demurrage. 
Before  taking  this  step,  Congress  referred  the  matter 
to  the  Interstate  Commerce  Commission  for  a  report. 
At  the  beginning  of  the  investigation,  and  even  before 
the  organization  of  the  "  National  Reciprocal  Demur- 
rage Association,"  the  Commission  ascertained  that 
by  the  energetic  and  prompt  action  of  the  railroad 
companies,  the  immediate  danger  of  suffering  from 
lack  of  transportation  facilities  had  ceased  in  the 
region  from  which  the  more  urgent  appeals  had  pro- 
ceeded. 

The  situation  which  had  culminated  in  February, 
1907,  in  a  general  shortage  of  137,000  cars,  changed 
so  rapidly  that  in  July  there  was  a  surplus  of  37,000. 
Again  in  September  there  was  a  shortage  of  10,000 
cars,  which  soon  disappeared  and  the  surplus  con- 
tinued to  augment  until,  in  April,  1908,  it  reached 
a  maximum  figure  of  413,000  cars.  From  that  date 
to  February  i,  1911,  there  has  been  no  general  short- 
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age  of  cars,  except  of  about  6000  cars  for  a  brief  period 
in  October,  1909,  and  on  February  i,  1911,  there  were 
idle  155,000  cars. 

Car  shortage  is  incidental  to  the  fluctuations  of 
traffic.  These  fluctuations  vary,  as  to  their  occur- 
rence, with  the  varying  demands  of  business  in  differ- 
ent regions,  and  in  intensity  with  the  conditions  that 
prevail  during  those  seasons.  The  Interstate  Com- 
merce Commission  ascertained  that,  with  the  recur- 
rence of  these  seasons,  the  demand  for  cars  at  times 
exceeded  the  available  supply.  This  was  mainly 
in  the  coal,  lumber,  and  grain  trade  and  to  some  extent 
in  the  transportation  of  live  stock.  The  congestion 
of  traffic  was  not  so  much  at  points  of  origin,  as  at 
points  of  destination  and  at  intermediate  junction 
points.  This  congestion  acted  as  a  dam  which  floods 
a  constantly  increasing  area  behind  it.  Car  shortage 
in  these  cases  might  result  as  much  from  lack  of  wise 
methods  of  operation  as  from  a  deficiency  of  equip- 
ment. It  was  thought,  too,  that  the  railroad  com- 
panies gave  undue  preference  to  competitive  traffic 
on  long  hauls. 

The  causes  of  congestion  were  attributed  to  shippers 
as  well  as  to  carriers.  Among  these  causes  was  the 
practice  of  reconsignment.  Wholesale  dealers  in 
the  very  commodities  which  had  been  so  delayed  in 
transportation  as  to  cause  complaint  would  make 
shipments  to  intermediate  junction  points  and  hold 
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the  loaded  cars  there  until  their  traveling  salesmen 
could  find  a  market  for  their  contents  in  the  adjacent 
territory  and  then  reconsign  the  cars  to  an  ultimate 
destination.  Many  thousands  of  cars  were  thus  held 
up  in  transit  for  considerable  periods.  As  this  traffic 
originated  at  competitive  points,  the  railroad  com- 
panies refrained  from  restricting  the  privilege  of 
reconsignment  within  reasonable  limits  for  fear  of 
losing  business. 

Another  cause  of  congestion  is  the  delay  in  unload- 
ing cars  at  destination  for  lack  of  storage  facilities, 
either  by  the  railroad  company  or  by  the  consignee. 
The  railroad  companies  have  sought  to  remedy  this 
evil  by  the  application  of  demurrage  charges.  These 
attempts  have  been  obstructed  by  the  want  of  uni- 
form action  among  the  railroad  companies  themselves 
and  by  the  resistance  of  the  shippers,  in  which  they 
have  been  in  some  instances  sustained  by  the  state 
commissions.  In  one  state,  a  member  of  the  com- 
mission, which  had  formulated  a  set  of  demurrage 
rules,  boasted  in  an  official  report  that  they  were 
"more  favorable  to  the  shipper  than  those  of  any 
other  state  in  the  Union."  Yet  the  United  States  Circuit 
Court,  in  the  cases  of  the  Chicago  and  Alton  and  the 
Illinois  Central  companies  v.  The  Interstate  Com- 
merce Commission,  announced  that  "Where  federal 
authority  exists,  it  is  paramount.  It  exists  here  by 
virtue  of  the  fact  that  complainants  are  interstate 


PROBLEMS   IN   OPERATION  339 

carriers.  No  practices  on  their  lines  can  be  per- 
mitted which  favor  local  commerce  at  the  expense  of 
interstate  and  foreign  commerce.  In  case  of  a 
conflict  with  a  rule  for  the  protection  of  interstate 
commerce,  which  has  been  duly  made  by  the  Inter- 
state Commerce  Commission,  local  constitutions, 
statutes,  orders  of  railway  commissions,  and  regula- 
tions of  the  carriers,  all  must  give  way."  This  opinion 
pointed  to  the  intervention  of  the  Interstate  Commerce 
Commission  in  the  adjustment  of  the  car  shortage 
troubles,  an  intervention  welcomed  by  the  railroad 
companies,  as  is  shown  by  the  action  of  the  American 
Railway  Association  with  reference  to  the  matter. 

The  car  shortage  problem  has  been  coexistent  with 
the  interchange  of  cars  in  through  traffic.  In  the 
effort  to  secure  competitive  business,  the  manage- 
ments on  whose  lines  this  traffic  originated  permitted 
their  cars  to  go  through  to  destination.  Once  that 
these  cars  passed  beyond  their  own  termini,  they  were 
beyond  their  control.  If  they  could  not  be  loaded 
back  to  the  point  of  origin  with  profit  to  the  deliver- 
ing company,  they  were  diverted  elsewhere  or  were 
retained  in  its  local  traffic.  This  continual  outward 
movement  soon  exhausted  the  equipment  of  the  orig- 
inating roads  and  they  resorted  perforce  to  the  same 
practices.  As  a  consequence,  the  entire  freight  equip- 
ment of  all  the  roads  in  the  country  was  at  length 
employed  indiscriminately  and  often  illegitimately. 
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The  proprietary  rights  in  the  equipment  thus  em- 
ployed in  common  was  recognized  by  agreements 
to  pay  a  mileage  charge  for  its  use,  and  the  aid  of 
the  American  Railway  Association  was  invoked  to 
devise  a  set  of  rules  for  the  uniform  and  efficient  appli- 
cation of  this  charge.  After  many  years  of  expe- 
rience, it  was  found  expedient  to  substitute  payment 
by  the  day,  but  still  the  results  were  unsatisfactory. 
Nineteen  years  ago,  the  President  of  the  American 
Railway  Association  called  attention  to  this  fact 
in  the  following  language:  "That  our  stock  of  a 
million  freight  cars  should  average  no  more  miles 
in  a  day  than  a  freight  train  can  run  in  one  hour,  and 
that,  too,  loaded  to  only  one  tenth  of  their  capacity, 
is  not  creditable  to  our  transportation  and  traffic 
officials.  There  is  no  problem  before  them  of  a  more 
pressing  character,  and  the  means  for  its  solution  are 
in  their  own  hands." 1 

The  number  of  freight  cars  is  now  over  two  million ; 
their  capacity  has  been  increased  from  40,000  pounds 
to  60,000,  80,000  and  100,000  pounds'  capacity;  the 
tractive  power  of  locomotives  has  been  much  in- 
creased. How  much  better  is  the  situation  to-day? 
In  '1893,  the  average  mileage  of  a  freight  car  was 
about  21  miles  a  day.  In  1910,  it  fluctuated  from 
20.9  to  25.6  miles  per  day,  averaging  for  the  year 
perhaps  less  than  23  miles.  The  average  load  in 

l"  American  Railway  Management,"  p.  268. 
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1893  was  less  than  three  tons  for  cars  from  30,000  to 
40,000  pounds'  capacity;  that  is,  between  15  and 
20  per  cent.  Now  the  average  load  per  car  is  about 
14  tons,  or  about  40  per  cent  of  the  average  car  capac- 
ity of  60,000  pounds.  In  this  respect  there  has  been 
a  decided  improvement.  This  is  due,  however,  more 
to  the  increased  capacity  and  full  loads  of  cars  em- 
ployed in  the  transportation  of  coal,  grain,  lumber, 
and  other  heavy  commodities  than  to  any  marked 
increase  in  the  average  loading  of  those  employed 
in  the  classified  traffic.  For  instance,  in  Ohio, 
Indiana,  Michigan,  and  western  Pennsylvania,  the 
average  load  is  sixteen  tons,  or  60  per  cent  more  than 
in  Louisiana,  Texas,  and  New  Mexico,  where  the 
average  load  is  less  than  ten  tons. 

The  important  problem  in  efficient  railroad  opera- 
tion is  to  obtain  the  greatest  amount  of  profitable 
car  service  in  a  given  period;  and  the  standard  of 
efficiency  is  the  average  ton-mileage  per  car  per  day. 
In  considering  this  problem  there  are  two  conditions 
to  be  observed.  First,  the  service  must  be  viewed 
as  it  affects  the  railroad  system  of  the  country  as  a 
whole ;  next,  the  proprietary  rights  of  the  owners  of 
the  equipment  must  be  respected.  For  the  general 
welfare,  each  car  should  be  treated  as  the  property 
of  the  company  on  whose  line  the  traffic  originates. 
And  furthermore,  a  freight  car  must  be  considered 
primarily  as  a  vehicle,  whose  productive  value  to 
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the  people  at  large  depends  upon  the  continuity 
and  speed  of  its  movement.  Anything  which  arrests 
or  retards  that  movement  affects  injuriously  the 
public  welfare.  The  use  of  a  car  as  a  warehouse, 
either  at  the  point  of  origin  or  of  destination,  should 
therefore  be  reduced  to  the  shortest  time  compatible 
with  its  use  as  a  vehicle.  To  this  end,  the  shipper 
and  consignee  should  assist. 

The  remaining  obligations  rest  upon  the  railroad 
companies  as  one  system.  Not  only  the  lines  which 
originate  and  deliver  the  traffic,  but  also  those  that 
are  intermediate  agencies  of  transportation,  must 
work  in  unison  to  a  common  end ;  that  is,  to  expedite 
the  service  from  its  inception  to  its  accomplishment. 
Nor  does  the  necessity  for  unity  of  action  end  here. 
A  car  at  rest  is  valueless  to  the  public,  whether  it 
be  loaded  or  empty;  and  if  no  load  awaits  it  at  the 
end  of  a  useful  journey,  another  should  be  found 
elsewhere  at  the  earliest  moment  possible.  This  calls 
for  the  concentration,  at  one  or  more  points,  of  all 
available  information  as  to  the  location  of  such  cars 
and  as  to  the  requirements  of  the  traffic  of  the  country 
as  a  whole;  also  for  authority,  at  the  same  points, 
for  the  direction  of  idle  cars  to  the  points  at  which 
they  may  be  speedily  loaded. 

The  ideal  that  should  be  sought  in  freight  service 
is  the  economical  employment  of  the  entire  freight 
equipment  of  our  railroad  system  under  one  central 


PROBLEMS   IN  OPERATION  343 

direction.  To  this  desideratum,  the  American  Rail- 
way Association  has  been  giving  attention  for  many 
years.  While  its  efforts  have  been  measurably  suc- 
cessful, while  it  has  been  gradually  disclosing  the 
difficulties  that  lie  in  the  way  of  the  accomplish- 
ment of  this  ideal,  and  has  been  applying  the  ex- 
perience of  its  members  to  devising  the  means  for 
their  removal,  its  progress  has  been  delayed  and 
in  a  great  measure  obstructed  by  causes  beyond 
their  control. 

The  fundamental  difficulty  which  the  association 
has  encountered  is  in  the  conflicting  interests  of  the 
railroad  companies  themselves.  While  each  com- 
pany is  both  an  owner  and  a  user  of  cars,  the  owner- 
ship and  the  use  are  often  disproportionate.  A  com- 
pany may  originate  more  tonnage  than  its  own  cars 
can  transport.  In  that  event,  it  uses  any  cars  that 
may  be  on  its  line,  regardless  of  ownership.  If  it  would 
load  each  car  back  to  its  owner,  that  would  suffice ; 
but  it  does  not.  It  loads  them  indiscriminately 
to  any  destination;  and  here  the  proprietary 
right  intervenes  for  consideration. 

The  right  of  a  railroad  company  to  compensation 
for  the  use  of  its  cars  beyond  its  own  line  is  generally 
recognized,  and  that  the  compensation  should  cover 
interest  on  their  value  and  the  cost  of  repairs.  How- 
ever this  may  be  accomplished,  a  railroad  company 
does  not  buy  equipment  to  rent,  but  to  use,  and  when 
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other  companies  divert  that  equipment  to  their  own 
purposes,  it  has  just  cause  for  complaint,  and,  one 
might  say  also,  for  an  appeal  to  external  authority 
for  its  own  protection  as  well  as  for  the  benefit  of  the 
shippers  on  its  own  line.  This  is  neither  an  imaginary 
nor  a  trivial  situation.  Railroad  companies  have 
been  at  times  short  by  thousands  of  cars  of  the  de- 
mands upon  them,  which  they  could  have  supplied 
had  they  not  been  deprived  of  the  use  of  their  own 
equipment. 

Any  plan  for  the  interchange  of  cars  must  secure 
to  each  railroad  company,  not  only  a  reasonable  com- 
pensation for  the  use  of  its  equipment  in  the  general 
transportation  service  of  the  country,  but  also  the 
use  on  its  own  line  of  as  many  cars  as  it  owns.  The 
basis  and  amount  of  compensation  can  be  determined 
by  the  American  Railway  Association.  It  can  also 
provide  an  organization  for  the  collection  of  informa- 
tion as  to  the  varying  demands  for  cars  in  different 
parts  of  the  country  and  for  the  direction  of  surplus 
equipment  to  points  where  shortage  exists.  But 
it  cannot  enforce  its  regulations  upon  companies 
which  do  not  conform  to  them.  Here  external 
authority  should  assist  the  association,  and,  as  this 
is  largely  a  matter  of  interstate  commerce,  that 
authority  should  be  exercised  by  the  Interstate 
Commerce  Commission.  It  should  not  be  viewed 
as  a  favor  to  the  railroad  companies,  but  as  a  benefit 
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to  the  people  at  large,  who  are  frequently  exposed 
to  loss  and  at  times  to  actual  suffering  for  lack  of 
adequate  transportation  facilities. 

The  evils  of  car  shortage  are  not  due  to  the  rail- 
road companies  alone.  The  shippers  who  complain 
of  them  are,  in  a  great  measure,  the  cause  of  their 
own  embarrassment.  For  their  own  convenience, 
they  delay  cars  unreasonably  both  in  loading  and 
unloading;  and  they  seek  to  avoid  the  charges  for 
such  delay  by  appeals  to  the  state  commissions.  In 
many  instances,  the  commissions  have  exercised  their 
authority  by  the  extension  of  "free  time"  in  the  delay 
of  cars  far  beyond  that  period  which  the  railroad 
companies  had  agreed  upon  as  reasonable.  Shippers 
have  also  demanded  the  application  of  reciprocal 
demurrage.  This  demand  is  conceived  rather  in  a 
spirit  of  individual  reprisal.  It  does  not  recognize 
the  ultimate  causes  of  car  shortage  nor  does  it  apply 
an  efficient  remedy. 

The  Texas  Railroad  Commission  established  a  set 
of  "Reciprocal  Demurrage  Rules. "  While  fourteen 
thousand  loaded  cars  were  at  one  time  held  at  the 
port  of  Galveston  awaiting  the  arrival  of  chartered 
vessels,  shippers  at  interior  points  were  clamoring 
for  cars.  But  the  reciprocal  demurrage  rules  did  not 
relieve  the  situation.  The  commission  might  penalize 
the  railroad  companies  for  not  furnishing  equipment 
for  traffic  originating  on  their  own  lines,  but  they 
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could  not  require  them  to  provide  cars  for  transporta- 
tion over  other  lines. 

The  Interstate  Commerce  Commission  has  recently 
intervened  between  the  railroad  companies  and 
shippers  engaged  in  interstate  commerce,  as  in  the 
transportation  of  explosives,  and  with  the  same 
beneficial  effect.  Through  the  National  Associa- 
tion of  Railway  Commissioners,  it  secured  the  co- 
operation of  the  state  commissions  with  a  committee 
appointed  by  the  American  Railway  Association,  and 
with  representatives  of  shippers'  associations,  in  the 
formulation  of  a  set  of  "National  Car  Demurrage 
Rules"  which  was  approved  by  the  National  Associa- 
tion on  November  17,  1909,  by  the  American  Rail- 
way Association  on  January  27,  1910,  and  authorized 
by  the  Interstate  Commerce  Commission.  These 
rules  are  now  applied  uniformly  throughout  the  coun- 
try, and  thus  a  great  obstacle  has  been  removed  from 
the  free  and  efficient  interchange  of  freight  cars  over 
the  whole  national  railroad  system. 

Congress  has  recently  taken  a  further  step  in  the 
regulation  of  railway  operation  in  an  act  entitled  "An 
Act  to  promote  the  Safety  of  Employees  and  Travelers 
upon  Railroads  by  compelling  Common  Carriers  en- 
gaged in  Interstate  Commerce  to  equip  their  Locomo- 
tives with  Safe  and  Suitable  Boilers  and  Appurte- 
nances thereto,"  approved  February  17,  1911.  This 
act,  which  is  made  effective  July  i,  1911,  provides 
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for  the  establishment  of  a  bureau  for  the  inspec- 
tion of  locomotive  boilers,  with  a  chief  inspector, 
two  assistants,  and  fifty  district  inspectors.  The 
rules  and  instructions  for  the  inspection  of  boilers  as 
filed  by  each  carrier,  after  securing  the  approval  of 
the  Interstate  Commerce  Commission,  are  to  become 
obligatory.  The  rules,  regulations,  and  instructions 
made  by  the  chief  inspector  are  likewise  to  be  approved 
by  the  Commission. 

Each  district  inspector  is  to  become  familiar  with 
the  condition  of  each  locomotive  boiler  housed  or 
repaired  in  his  district.  He  is  to  see  that  the  carrier 
makes  inspection  in  accordance  with  the  approved 
regulations  and  that  the  defects  disclosed  by  such 
inspection  are  repaired  before  the  boiler  is  again 
put  in  service.  Each  carrier  is  to  file  with  the  in- 
spector, under  oath,  a  duplicate  of  the  inspection 
reports  and  a  report  showing  that  the  repairs  so 
disclosed  have  been  made.  Upon  notice  from  the 
inspector,  no  boiler  must  be  used  that  does  not  con- 
form to  the  requirements  of  the  law.  Serious  acci- 
dents resulting  from  the  failure  of  a  boiler  or  its 
appurtenances  must  be  reported  by  the  carrier  to  the 
chief  inspector  for  investigation.  Violations  of  the 
act  render  a  carrier  liable  to  a  penalty  of  one  hundred 
dollars.  The  act  provides  for  an  annual  appropria- 
tion of  $300,000. 

As  neither  the  annual  reports  of  the  Interstate 
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Commerce  Commission  nor  its  published  statistics 
make  any  reference  to  casualties  from  boiler  ex- 
plosions, it  is  not  possible  to  cite  any  authentic  infor- 
mation as  to  the  importance  of  this  measure.  It 
may  be  mentioned,  however,  that  in  July,  1910,  there 
were  62,250  locomotives  in  regular  service  or,  on  an 
average,  1245  boilers  to  each  of  the  fifty  district  in- 
spectors. 

The  experience,  as  related  in  this  chapter,  in  the  for- 
mulation of  the  Safety  Appliance  Act,  of  the  act 
governing  the  transportation  of  explosives,  and  of 
the  National  Car  Demurrage  Rules  is  a  signal  illus- 
tration of  the  advantages  that  might  be  derived  in 
other  instances  from  the  cooperation  of  state  and  fed- 
eral authority  with  the  organized  experience  of  rail- 
road managements  and  of  manufacturers'  and  shippers' 
associations.  The  result  would  undoubtedly  be  an 
ideal  method  of  the  regulation  of  railroad  operation  in 
the  United  States. 

Much  more  might  be  mentioned  as  to  the  regula- 
tion of  railroad  operation ;  but  the  whole  duty  of  our 
railroad  system  cannot  be  condensed  within  the  limits 
of  a  single  volume,  and  many  of  its  features  have  been 
extensively  discussed  by  me  in  previous  publications. 


CHAPTER  XI 

PROBLEMS   IN   TRAFFIC 

IN  American  railway  practice,  the  service  is  sepa- 
rated between  the  transportation  and  the  traffic 
departments.  The  operations  relating  primarily  to 
the  material  and  the  personal  elements  of  the  service 
are  intrusted  to  the  transportation  department, 
while  those  directly  affecting  the  persons  and  things 
for  whom  the  service  is  rendered  are  in  the  charge 
of  the  traffic  department.  As  thus  distinguished, 
problems  connected  with  the  transportation  depart- 
ment have  been  considered  under  the  general  head 
of  operation.  As  with  transportation  proper,  we 
observe  the  difference  in  the  evolution  of  the  service 
of  traffic  in  this  country  as  compared  with  England. 
In  fact,  in  Great  Britain,  the  word  "transportation" 
is  not  used  in  connection  with  railway  operation. 
For,  since  the  time  when  convicted  criminals  were 
transported  over  the  seas  to  Botany  Bay,  the  word 
has  been  in  bad  odor  there.  In  British  railway 
parlance,  the  word  "traffic"  is  applied  to  railway 
operation  in  general ;  while  with  us  it  is  used  in  a  more 
restricted  sense. 

349 
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In  discussing  problems  incidental  to  transportation, 
we  found  it  necessary  to  consider  the  environment 
in  which  our  railroad  system  originated,  and  in  respect 
to  problems  connected  with  traffic  we  should  pursue 
the  same  course,  if  we  wish  to  arrive  at  a  rational 
solution  of  them.  In  the  topographical  features  of 
our  continent  are  to  be  found  the  environment  in 
which  our  American  railway  system  has  been  devel- 
oped :  in  the  configuration  of  its  seacoasts ;  in  the 
penetration  of  the  Great  Lakes  and  of  the  Mississippi 
River  system  into  the  very  heart  of  our  valuable 
national  resources;  in  the  broad  prairies  watered 
by  that  vast  system;  and  in  the  extensive  deserts  and 
ranges  of  lofty  mountains  which  so  long  isolated  the 
Pacific  coast  from  that  region. 

These  are  the  circumstances  which  determined  the 
sites  of  our  principal  commercial  cities  while  the 
cheapest  and  most  convenient  ways  of  transportation 
were  still  by  water.  And  after  the  introduction  of 
steam  as  a  tractive  force  upon  railways,  the  same 
circumstances  controlled  their  extension.  At  points 
accessible  to  cheap  water  routes,  business  had  become 
concentrated.  Where  the  business  was  concentrated, 
there  the  railroad  projects  tended;  and  there  they 
also  contended  by  every  available  means,  by  speedier 
trains,  by  favorable  terminal  facilities,  and  by  cheaper 
rates.  As  their  profits  decreased  from  competition, 
the  wits  of  their  managers  were  sharpened  to  reduce 
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expenses.  To  this  interaction  of  opposing  forces  was 
due  the  rapid  growth  of  our  railroad  system  in  accord- 
ance with  increasing  and  varying  demands  of  com- 
merce; likewise  the  improvements  and  conveniences 
of  railway  service  to  which  we  have  become  accus- 
tomed and  also  the  cheap  freight  rates  by  which  our 
commerce,  domestic  and  foreign,  has  so  largely  profited. 
The  cost  of  the  service  was  not  determined  a  priori 
by  academic  deductions.  There  was  no  accumulation 
of  statistics  from  which  to  presume  a  theory  of  rate- 
making.  The  mode  of  transportation  was  new;  it 
was  rapidly  passing  through  successive  stages  of 
improvement;  and  only  as  bitter  experience  proved 
that  further  reduction  in  the  cost  of  service  was 
improbable,  were  certain  classes  of  business  relin- 
quished to  the  water  routes.  Before  this  point  had 
been  reached,  the  artificial  waterways  were  aban- 
doned in  the  coal  regions  of  the  Atlantic  seaboard 
and  in  the  territory  between  the  Great  Lakes  and  the 
Ohio  and  Mississippi  rivers.  Even  the  tide  of  com- 
merce which  had  so  long  pulsated  through  the  Erie 
Canal  was  diminished  to  a  sluggish  stream.  As  the 
barriers  interposed  by  the  Allegheny  mountain  ranges 
were  surmounted  or  pierced  by  the  iron  ways  from 
the  Atlantic  coast,  the  cities  dependent  upon  that  great 
natural  waterway,  the  Mississippi  River,  beheld  their 
prosperity  threatened  except  as  they  could  accommo- 
date themselves  to  this  new  dispensation  of  Providence, 
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Little  was  left  of  the  river  trade  of  this  vast  region, 
save  the  long  distance  traffic  in  bituminous  coal,  for 
which  the  railroad  managements  would  not  compete. 

The  remaining  domestic  traffic  that  is  waterborne 
is  now  held  in  bondage  to  the  railroad  companies. 
The  grain  trade  continues  on  the  Great  Lakes  until 
the  close  of  navigation  permits  the  application  of  a 
profitable  all-rail  rate.  A  vast  commerce  is  still 
conducted  on  those  inland  seas  in  iron  ore,  which  is 
transformed  at  the  lake  ports  into  products  that  can 
stand  rail  rates  to  the  Atlantic  coast,  there  to  compete 
with  the  waning  industries  which  were  founded  under 
the  former  more  favorable  political  and  economic 
conditions.  The  steamships  engaged  in  our  coast- 
wise traffic  are  in  alliance  with  the  railroad  lines 
extending  into  the  interior,  and  even  the  commerce 
over  the  Isthmus  of  Panama  is  controlled  in  the 
interests  of  transcontinental  railway  corporations. 

Such  has  been  the  outcome  of  about  eighty  years 
of  competition  between  the  natural  and  the  artificial 
systems  of  transportation  in  our  country.  On  the 
whole,  the  railroad  companies  have  been  successful, 
but  only  in  so  far  as  they  have  furnished  speedier, 
cheaper,  and  more  convenient  means  of  communica- 
tion. In  this  field  of  competition,  their  monopoly  is 
still  insecure.  Popular  opinion  is  being  aroused  in 
behalf  of  improved  waterways,  and  it  has  procured 
the  political  and  financial  support  of  state  and  national 
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governments.  The  state  of  New  York  is  endeavoring 
to  restore  the  usefulness  of  the  Erie  Canal;  the 
federal  government  is  deepening  and  maintaining 
the  channels  of  the  Mississippi  River  system;  a 
movement  is  on  foot  to  connect  and  utilize  the  suc- 
cession of  bays,  gulfs,  and  sounds  that  border  our 
Atlantic  coast;  the  Canadians  are  facilitating  the 
navigation  of  the  Great  Lakes  and  the  Saint  Lawrence 
River  so  effectually  as  to  deprive  the  city  of  New 
York  of  its  preeminence  in  the  grain-exporting  trade ; 
and  the  far-reaching  effect  of  the  proximate  completion 
of  the  Panama  Canal  is  as  yet  not  fully  comprehended. 
No  adequate  conception  can  be  formed  of  the  mag- 
nitude of  the  issues  involved  in  the  regulation  of  the 
service  that  has  been  developed  in  this  environment, 
without  reference  to  the  volume  of  the  traffic  to  be 
affected  by  such  regulation.  Reliable  statistics  con- 
cerning that  development  are  available  only  from  the 
time  of  the  full  application  of  the  Interstate  Commerce 
Act,  beginning  with  1889.  For  the  period  of  twenty- 
one  years,  from  that  date  to  1909,  reference  is  made  to 
the  tables  contained  in  the  appendices  noted  below.1 

1  Appendix  VIII.     Increase  of  Railway  Traffic;   1889  to  1909. 

Appendix  IX.  Relative  Density  of  Railway  Traffic ;  1889  to  1909 ; 
graphically  delineated. 

Appendix  X.     Freight  Traffic  from  Points  of  Origin ;  1905  to  1909. 

Appendix  XI.     Traffic  Statistics;    1890  to  1909. 

Appendix  XII.  Traffic  Statistics;  1890  to  1909;  graphically 
delineated. 

2A 
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A  careful  study  of  these  tables  is  necessary  for  the 
proper  comprehension  of  all  the  elements  that  make 
up  this  volume  of  traffic  and  of  the  factors  that  are 
to  be  recognized  as  efficient  in  its  development.  Cer- 
tain facts  contained  in  them  may,  however,  be  pointed 
out  as  prominent  in  these  respects,  and  certain  prop- 
ositions may  be  educed  as  affecting  the  problems  here 
under  consideration.  The  impressions  resulting  from 
an  examination  of  the  figures  representing  the  volume 
of  traffic  are  as  vague  as  those  derived  from  astro- 
nomical statistics,  and  for  the  same  reason,  because 
of  their  immense  magnitude.  The  mind  cannot 
grasp  the  significance  of  units  numbering  thousands 
of  millions.  It  can  only  recognize  the  relation  to  each 
other  of  aggregations  of  units  of  a  like  character. 

Referring  first  to  the  passenger  traffic,  we  may 
remark  that  the  number  of  passengers,  as  stated,  gives 
no  notion  of  the  absolute  number  of  persons  who 
traveled  in  any  given  period,  and  therefore  of  the 
average  length  of  journey  of  each.  Many  of  such 
persons  are  there  represented  several  times,  as  they 
traveled  over  each  of  the  roads  that  made  up  their 
entire  journey.  But,  taking  these  figures  relatively, 
they  indicate  that,  in  twenty-one  years,  the  number  of 
travelers  by  rail  in  this  country  has  about  doubled. 
Estimating  the  population  of  the  United  States  in 
1889  at  61,000,000  and  in  1909  at  89,000,000,  the  rate 
of  increase  in  that  period  was  about  46  per  cent; 
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while  the  number  of  passengers,  as  above  indicated, 
increased  in  the  same  period  by  88  per  cent.  A  more 
accurate  index  of  the  relation  of  population  to  railway 
travel  is  afforded  by  a  comparison  of  the  number  of 
passengers  carried  one  mile  in  the  same  period,  which 
shows  an  increase  of  151  per  cent.  The  greater  rate 
of  increase  in  passenger-mileage  as  compared  with  that 
of  population  is,  in  a  large  measure,  attributable  to 
the  increase  in  railway  mileage,  which  not  only 
afforded  facilities  for  traveling  by  rail  in  regions 
before  unprovided  with  them,  but  also  induced  longer 
average  journeys.  This  is  shown  by  the  passenger- 
mileage  per  mile  of  line,  which  to  1909  increased 
63  per  cent  with  an  increase  in  railway  mileage  of 
50  per  cent.1 

The  growth  of  passenger  traffic  has  not,  however, 
been  uniform,  as  is  shown  in  the  table  giving  the 
annual  rate  of  increase.  From  that  table  it  will  be 
seen  that  there  was  a  period  of  decided  recession, 
covering  the  years  1894  to  1897.  In  the  year  1895 
the  passenger-mileage  decreased  nearly  15  per  cent 
as  compared  with  the  previous  year,  and,  as  compared 
with  that  year,  the  volume  of  traffic  was  not  regained 
until  1898.  In  fact,  if  we  divide  the  total  period  into 
two  periods,  from  1889  to  1899  and  from  1899  to 
1909,  we  shall  find  that  the  rate  of  increase  in  the 

1  The  figures  for  1908  show  an  increase. of  68  per  cent  over  1889, 
with  an  increase  of  only  48  per  cent  in  railway  mileage. 
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former  period  was  far  less  than  in  the  latter.  For 
instance,  the  passenger-mileage  increased  but  26  per 
cent  in  the  former  as  compared  with  99  per  cent  in 
the  latter,  and  the  passenger-mileage  per  mile  of  line, 
that  is,  the  density  of  passenger  traffic,  increased  but 
3  per  cent  in  the  one  as  compared  with  nearly  58  per 
cent  in  the  other  period. 

Fluctuations  in  freight  traffic  accompanied  those 
in  passenger  traffic  during  the  period  1894  to  1897. 
A  marked  diminution  in  the  subsequently  continuous 
rate  of  increase  occurred  in  1903-1904,  and  a  serious 
decrease  in  1908.  But,  in  the  division  of  the  total 
period  of  twenty-one  years  into  one  from  1889  to 
1899  and  another  from  1899  to  1909,  there  is  a  marked 
difference  in  the  rate  of  increase  in  the  two  classes  of 
traffic.  While  the  passenger  traffic  increased  only 
26  per  cent  in  the  first  period  as  compared  with  nearly 
100  per  cent  in  the  second,  the  freight  traffic  increased 
80  per  cent  in  the  former  as  compared  with  76  per 
cent  in  the  latter.  Yet,  if  we  disregard  the  actual 
decrease  of  7  per  cent  in  freight  traffic  in  1908  and 
confine  the  comparison  to  the  period  from  1899  to 
1907,  the  rate  of  increase  in  these  eight  years  is  90 
per  cent  as  against  80  per  cent  in  the  previous  eleven 
years.  The  density  of  the  freight  traffic,  as  shown 
by  the  ton-mileage  per  mile  of  line,  increased  in  the 
first  period  47  per  cent  and  in  the  last  but  40  per  cent. 

The  relation  of  the  decennial  increase  in  railway 
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traffic  to  the  increase  in  the  population  of  the  United 
States  has  been  about  as  follows :  - 

RELATION  OF  RAILWAY  TRAFFIC  TO  POPULATION 
1890  to  1909 


YEAR 

POPULATION 

RATE  OF 
INCREASE 

PASS'R 
MILES  PER 
CAPITA 

RATE  OF 

INCREASE 

TON-MILES 
PER  CAPITA 

RATE  OF 
INCREASE 

1890  .     . 

61,000,000 

o/ 
/o 

194 

o/ 
/o 

1526 

o/ 
/o 

1900  .     . 

76,000,000 

24 

211 

9 

1863 

22 

1909  .     . 

1  91,  000,000 

20 

320 

Si 

2404 

22 

As  shown  above,  though  the  population  increased  24 
per  cent  in  the  decade  1890-1900,  the  increase  in  pas- 
senger miles  per  capita  was  but  9  per  cent ;  while  in 
the  next  nine  years,  the  latter  increased  51  per  cent 
with  an  increase  in  population  of  20  per  cent.  The 
productive  capacity  of  that  population,  as  shown  by 
the  ton-mileage,  increased  22  per  cent  in  the  first  dec- 
ade as  against  a  like  increase  in  the  subsequent  period 
to  1909.  It  is  worth  while  noting  that  the  nation, 
which  in  1890  produced  but  1526  ton-miles  per  capita, 
produced  2404  ton-miles  per  capita  in  1909.  This 
is  striking  evidence  of  the  value  of  our  railroad 
system  as  a  factor  in  the  national  prosperity.2 

1  Estimated. 

2  On  an  estimated  population  of  86,000,000  in   1907,   the  ton- 
mileage  per  capita  was  2751  ton-miles.     In  seventeen  years,  with  an 
increase  of  less  than  50  per  cent  in  railroad  mileage,  our  capacity 
for  production  of  freight  traffic  per  capita  increased  about  80  per 
cent. 
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The  relation  of  railway  mileage  to  traffic  is  made 
impressive  as  graphically  delineated  in  Appendix  IX. 
The  shock  to  our  national  prosperity  in  1893  *s  there 
directly  evident,  as  also  how  much  more  seriously 
it  affected  the  passenger  movement  than  the  freight 
movement.  While  the  latter  regained  its  previous 
density  within  four  years,  it  was  not  until  1901  that 
the  former  returned  to  the  point  from  which  it  had 
fallen  at  the  same  time.  This  fact  is  to  be  associated 
with  the  corresponding  immigration  movement,  which 
fell  from  502,000  in  1893  to  279,000  in  1895  and  to 
229,000  in  1898,  and  which  did  not  reach  its  previous 
numbers  until  1902.  But  from  1897  there  was  a 
rapid  increase  in  the  density  of  both  passenger  and 
freight  traffic  that  almost  kept  uniform  pace  with  the 
additional  railway  mileage.  The  freight  movement 
experienced  a  slight  reaction  in  1904  and  one  far  more 
serious  in  1908.  In  the  depression  of  1904,  the  pas- 
senger traffic  did  not  share,  though  the  immigration 
movement  was  slightly  affected  by  the  financial  con- 
ditions in  1903.  The  effect  of  the  financial  depression 
of  1907  did  not  immediately  affect  the  passenger 
traffic.  In  that  year  immigration  reached  the  high- 
water  mark  of  1,285,000  persons,  falling  in  1908  to 
782,000  and  in  1909  to  75i,ooo.1  Yet  the  passenger 
mileage  increased  nearly  5  per  cent  in  1908  as 
against  10  per  cent  in  1907,  while  in  1909  there  was 

1  Number  of  immigrants  in  1910,  1,041,570. 


PROBLEMS  IN   TRAFFIC  359 

a  decrease  of  0.03  per  cent.  During  the  entire 
period  of  twenty-one  years  the  additional  railway 
mileage  followed  an  almost  uniform  rate  of  increase, 
an  increase  which  outran  the  density  of  freight  traffic 
until  1899.  From  that  date  until  1907  the  density  of 
freight  traffic  exceeded  the  increase  in  the  facilities  for 
its  performance,  while  the  density  in  passenger  traffic 
barely  kept  pace  with  the  increase  in  line  mileage. 
This  graphic  presentation  of  the  relation  of  the  addi- 
tional mileage  to  the  increase  in  business  impresses 
upon  our  minds  the  extent  to  which  railway  traffic  is 
affected  by  financial  panics. 

There  is  another  feature  of  railway  traffic,  besides 
its  volume,  that  affects  the  consideration  of  problems 
associated  with  its  regulation ;  and  that  is,  the  nature 
of  the  commodities  transported.  Since  the  year  1905, 
the  Interstate  Commerce  Commission  has  published 
in  its  statistical  reports  an  annual  statement  of  the 
freight  tonnage  classified  as  to  its  nature  and  as  to  its 
origin  in  the  regions  respectively  covered  by  the 
Official  or  Eastern,  the  Southern,  and  the  Western 
tariffs.  These  statements  enable  us  to  distinguish 
between  the  tonnage  reported  repeatedly  in  its  pas- 
sage over  several  lines  and  as  only  reported  once  from 
its  point  of  origin,  a  distinction  which  it  is  not  prac- 
ticable to  observe  with  reference  to  the  statistics  of 
passenger  traffic.  From  these  reports  certain  impor- 
tant facts  have  been  incorporated  in  Appendix  X. 
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It  will  be  seen  that  each  ton  of  freight  was  trans- 
ported, on  an  average, 

in  1905,  221  miles; 

in  1906,  225  miles; 

in  1907,  222  miles; 

in  1908,  236  miles; 

in  1909,  237  miles;  being  an  increase  of  7  per  cent 
in  the  average  haul  during  these  five  years. 

The  entire  traffic  in  this  period  originated  as  follows  : 

Under  the  Official  or  Eastern  Classification  ;  that  is,  east 
of  Chicago  and  St.  Louis  and  north  of  the  Ohio  and 
Potomac  rivers 53.1  per  cent 

Under  the  Southern  Classification ;  that  is,  south  of  the 
Ohio  and  Potomac  rivers  and  east  of  the  Mississippi 
River 13.5  Pe*  cent 

Under  the  Western  Classification ;  that  is,  west  of  Chi- 
cago and  St.  Louis  and  of  the  Mississippi  River  .  33.4  per  cent 

In  the  region  of  the  Official  Classification,  the  great- 
est volume  of  our  railway  traffic  originates,  exceeding 
in  that  respect  the  vast  area  south  of  the  Potomac  and 
Ohio  rivers  and  west  of  the  Mississippi.  It  is  there- 
fore worth  keeping  in  mind  that  any  regulations 
specifically  affecting  the  Official  Classification  affect 
over  one  half  of  our  railway  traffic.  Of  course,  under 
this  classification  are  included  the  imports  through 
the  North  Atlantic  ports  and  over  the  Canada  line  into 
that  region,  which  constitute  by  far  the  greater  volume 
of  our  foreign  commerce. 

Classified  according  to  the  nature  of  the  commodi- 
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ties  transported,  their  relative  tonnage  has  averaged 
as  follows  :  - 

Products  of  the  Mines 54.28  per  cent 

Manufactures 14.07  per  cent 

Products  of  the  Forests n-39  per  cent 

Products  of  Agriculture 8.76  per  cent 

Miscellaneous 5.01  per  cent 

Merchandise         4.08  per  cent 

Products  of  Animals 2.41  per  cent 

As  thus  classified,  mineral  products  provide  over 
one  half  of  the  railway  tonnage ;  while  the  products  of 
agriculture  and  of  animals  are  barely  equal  in  tonnage 
to  the  products  of  the  forests.  As  minerals  and  lum- 
ber are  transported  under  the  "commodity"  tariffs, 
it  follows  that  any  modification  of  those  tariffs  will 
affect  the  general  welfare  of  the  people  far  more  than  a 
modification  of  the  "class"  tariffs,  under  which  most 
of  the  tonnage  moves  which  is  here  enumerated  as 
manufactures,  merchandise,  or  miscellaneous  ;  con- 
stituting, as  they  do  together,  less  than  one  fourth  of 
the  total  tonnage. 

Distributed  as  to  points  of  origin,  the  tonnage  as 
thus  classified  originated  in  the  three  regions  respec- 
tively as  follows :  - 


PRODUCTS  OR  COMMODITIES 

OFFICIAL 

SOUTHERN 

WESTERN 

Per  Cent 

Per  Cent 

PerCent 

Minerals,  etc  

CQ 

I* 

28 

Lumber,  etc  

26 

2"> 

40 

Manufactures,  Merchandise,  etc.  .     .     . 

63 

II 

26 

Products  of  Agriculture  and  Animals 

31 

II 

58 
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As  above  distributed,  any  changes  in  the  com- 
modity rates  on  minerals,  etc.,  would  more  seriously 
affect  the  region  of  the  Official  tariffs,  as  the  rates  on 
lumber,  etc.,  would  the  regions  of  the  Southern  and 
Western  tariffs.  The  rates  on  the  products  of  agricul- 
ture (except  on  cotton)  and  on  the  products  of  animals 
affect  the  Southern  region  far  less  proportionally  than 
they  do  either  of  the  others.  The  class  tariffs  on 
manufactures,  merchandise,  etc.,  affect  the  region  of 
the  Official  Classification  to  a  much  greater  extent. 
In  fact  the  interest  of  the  Southern  region  in  the 
origination  of  tonnage  in  manufactures,  merchandise, 
and  miscellaneous  articles  is  relatively  so  small  as 
compared  with  that  of  the  Official  or  Eastern  region 
that  it  should  be  possible  to  harmonize  the  class  tar- 
iffs in  these  two  regions  without  seriously  disturbing 
their  commercial  relations. 

TONNAGE  ORIGINATING  IN  EACH  REGION,  DISTRIBUTED  PROPOR- 
TIONALLY AS  TO  NATURE  OF  COMMODITIES 


REGION 

MINERALS, 

ETC. 

LUMBER, 

ETC. 

MANUFACTURES, 

ETC. 

AGRICULTURE, 

ETC. 

Per  Cent 

Per  Cent 

Per  Cent 

Per  Cent 

Official       .     .     . 

60 

6 

28 

6 

Southern        .     . 

51 

21 

19 

9 

Western     .     .     . 

46 

16   . 

18 

20 

Total     .    .     . 

54 

"•5 

23 

"•5 

There  is  still  another  aspect  of  this  subject  which 
should  not  be  disregarded,  and  that  is  the  proportion 
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in  tonnage  of  these  several  classes  of  commodities  to 
the  total  tonnage  that  originates  in  each  region,  as 
exhibited  in  the  table  on  preceding  page. 

From  this  summary,  it  will  be  seen  how  small  a 
proportion  the  tonnage  in  food  products  bears  to  the 
total  tonnage  of  the  railroad  system  of  this  country. 
The  most  important  commodities,  by  far,  in  this 
respect  are  the  products  of  its  mines ;  and  any  change 
in  the  rates  on  this  class  of  commodities  affects  the 
tonnage  in  each  of  these  regions,  as  here  classified,  to  a 
much  greater  extent  than  would  a  change  in  those  on 
any  of  the  other  classes.  As  to  these  other  classes, 
the  Southern  region  is  much  more  interested,  from  a 
tonnage  standpoint,  in  the  products  of  the  forests  and 
in  the  activities  of  manufactures  and  commerce  than 
in  the  products  of  agriculture  and  of  animals ;  while 
the  tonnage  of  the  Western  region  is  proportionally 
but  little  greater  in  these  latter  products  than  in  either 
of  the  other  two. 

There  was  a  decrease  of  about  7  per  cent  in  the 
classified  tonnage  of  1909  as  compared  with  that  of 
1907,  and  of  about  n  per  cent  in  the  total  ton- 
nage. The  effect  of  the  financial  depression  of  1907- 
1908  extended  into  1908-1909,  for  the  tonnage  in  1909 
was  slightly  less  than  in  1908.  This  does  not  appear 
in  a  comparison  of  the  classified  tonnage  in  the  two 
years,  for  the  reason  that  there  was  a  much  less  resid- 
uum of  unclassified  tonnage  in  the  latter  year,  as  is 
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shown  by  a  decrease  of  37  per  cent  in  the  unclassi- 
fied tonnage.  It  is  evident,  however,  that  the  finan- 
cial depression  affected  the  tonnage  derived  from 
manufactures  and  commerce  far  more  than  it  did  the 
tonnage  of  products  derived  directly  from  the  mines, 
the  forests,  and  the  fields. 

The  total  decrease  in  classified  tonnage  in  1909, 
as  compared  with  1907,  originated  in  the  Official 
or  Eastern  region  of  classification ;  which  totaled 
72,952,000  tons,  and  was  a  decrease  of  15  per  cent. 
The  Southern  region  was  apparently  but  slightly 
affected  by  the  financial  depression,  as  its  classified 
tonnage  increased  5,213,000  tons  or  4  per  cent,, 
principally  in  products  of  the  mines.  In  the  Western 
region  there  was  also  a  slight  increase  of  1,046,000  tons 

or  about  0.3  per  cent,  which  was  likewise  due  to  in- 

i 

creased  production  of  minerals. 

If  this  analysis  of  the  traffic  of  our  national  railroad 
system  should  be  in  too  great  detail  to  interest  those 
who  desire  but  a  superficial  acquaintance  with  its  more 
important  features,  it  is  certainly  worth  careful  study 
by  those  who  are  now  responsible  for  its  regulation  and 
by  those  whose  interests  are  affected  by  such  regula- 
tion. The  amazing  growth  of  traffic  displayed  in  the 
statistics  already  given  has  been  derived  from  the 
increasing  exploitation  of  our  marvelous  national 
resources  by  a  rapidly  augmented  laboring  population. 
It  cannot  continue  to  increase  at  the  same  rate  in  the 
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earlier  settled  regions.  Very  recently,  the  president 
of  one  of  the  largest  railroad  corporations  expressed 
the  opinion  that  in  the  years  to  come  there  would  be  a 
remarkably  lower  rate  of  increase  in  traffic  originating 
east  of  the  Mississippi  River. 

We  live  in  an  age  of  high  prices.  The  cost  of  every- 
thing that  we  eat,  wear,  or  use  is  advancing,  and  wages 
as  well,  and  the  cost  of  materials  and  supplies  in  indus- 
trial occupations.  As  a  people,  we  not  only  consume 
more,  but  we  also  indulge  ourselves  more,  and  we  pay 
higher  prices  both  for  our  necessities  and  for  our 
amusements.  We  are  impressed  with  this  state  of 
things  wherever  we  look,  save  in  one  direction:  in  the 
average  charge  for  railroad  service.  The  average 
charge  per  ton-mile  in  1888  was  i.ooi  cents;  in  1909 
it  was  0.763  cents,  which  is  a  shrinkage  of  about  one 
fourth.  In  the  same  period,  the  average  revenue  per 
passenger-mile  has  decreased  from  2.349  cents  to 
1.928  cents  or  about  one  sixth. 

Yet,  while  the  charges  for  rendering  railroad  service 
have  greatly  decreased,  that  service  has*  been  per- 
formed under  the  same  generally  advancing  scale  of 
prices  that  has  affected  the  people  at  large.  The 
increased  gross  earnings  of  our  railroad  system  have 
resulted  from  the  growth  of  traffic.  From  1888  to 
1907  its  ton-mileage  increased  220  per  cent  and 
its  passenger-mileage  140  per  cent.  It  is  this 
enormous  increase  in  traffic  which  has  enabled 
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the  railroad  companies  to  reduce  their  average 
charges  by  one  fourth  for  the  freight  service  and 
by  one  sixth  for  the  passenger  service,  despite  the 
continually  increasing  cost  for  the  service  rendered, 
and  in  the  face  of  vast  expenditures  to  provide  facili- 
ties for  its  satisfactory  performance.  Nevertheless, 
the  difference  between  the  average  charge  for  the 
service  rendered  and  the  average  cost  of  its  perform- 
ance is  continually  diminishing. 

In  the  statistical  report  for  1890,  the  Interstate  Com- 
merce Commission  said,  "Few  persons  appreciate  the 
narrow  margin,  or  what  amounts  to  the  same  thing, 
the  broad  basis  on  which  railway  financiering  rests." 
I  called  attention  to  this  fact  in  1895,  as  follows: 
"The  most  serious  fact  which  confronts  the  railroad 
managements  of  this  country  is  the  continuing  reduc- 
tion in  the  margin  between  the  charge  for  transporta- 
tion and  the  cost  of  performing  the  service.  The 
annual  approximation  of  these  two  lines  of  figures,  as 
we  look  along  them  toward  the  horizon  before  us,  is 
not  a  perspective  illusion,  but  an  actual  drawing  to- 
gether toward  zero.  We  have  postponed  the  critical 
moment  at  which  they  will  meet  in  the  vanishing  point 
by  economies,  true  and  false ;  by  a  more  enlightened 
use  of  the  facilities  at  our  command  and  by  requiring 
more  work  for  less  pay.  But  strive  as  we  may  between 
the  conditions  which  confine  our  path  on  the  one  hand 
and  on  the  other,  cost  and  compensation,  they  cannot 
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be  kept  parallel  by  changing  the  direction  of  the  one 
so  long  as  the  other  changes  at  a  greater  angle;  in 
other  words,  so  long  as  the  pay  for  doing  the  work 
decreases  faster  than  the  cost  of  doing  it  can  be  de- 
creased." 1 

Fifteen  years  have  passed  since  that  opinion  was 
expressed,  and  we  are  now  in  possession  of  statistics 
with  which  to  test  its  correctness,  up  to  the  year  1909. 
They  are  contained  in  the  reports  of  the  Interstate 
Commerce  Commission  and  certain  of  them  are 
embodied  in  the  appendices  noted  below.2  In  Appen- 
dix XI,  the  revenue  from  the  several  classes  of  traffic 
is  compared  with  the  total  revenue  from  these  sources. 
The  units  for  comparison  are,  for  the  passenger  traffic, 
the  passenger-mile,  and  for  the  freight  traffic,  the  ton- 
mile.  The  revenue  obtained  from  the  minor  sources 
incidental  to  the  main  traffic  forms  too  large  a  propor- 
tion of  the  total  revenue  to  be  disregarded.  For  this 
class  of  revenue,  the  passenger  train  mileage  has  been 
taken  as  a  unit  of  comparison,  for  the  reason  that  such 
revenue  is  principally  from  passenger  train  service. 
It  includes  the  earnings  from  the  transportation  of 
mails  and  express,  from  excess  baggage  and  milk  traffic, 
from  parlor  car  and  chair  car  service,  and  from  train 
privileges.  A  smaller  part  is  from  sources  not  directly 

1  "American  Railway  Management,"  pp.  106,  308. 

2  Appendix  XI.    Traffic  Statistics;    1890  to  1909. 
Appendix  XII.    Ibid.;    graphically  delineated. 
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connected  with  passenger  train  earnings,  as  from 
special  trains  and  switching  service,  but  no  other 
basis  of  comparison  seems  to  be  here  as  appropriate 
as  that  of  passenger  train  mileage. 

A  comparison  of  the  revenue  from  these  several 
classes  of  traffic  with  the  total  earnings  from  operation 
indicates  but  a  slight  change  in  their  relative  impor- 
tance from  1890  to  1909. 

DIVISION  OF  TRAFFIC  REVENUE  IN  1890  AND  IN  1909 


SOURCES 

1890 

1909 

Passenger  Traffic     

24.4  per  cent 

23  5  per  cent 

Freight  Traffic    

68  i  per  cent 

70  o  per  cent 

Minor  Sources    

7.^  oer  cent 

6  5  per  cent 

The  extreme  ranges  of  fluctuation  within  the  above 
period  have  been  as  follows  :  - 


HIG 

BEST 

Lo\ 

VTST 

Per  Cent 

Year 

Per  Cent 

Year 

Passenger  Traffic   

26  6 

180/1 

211 

1808 

Freight  Traffic  

7O  C 

1900 

6<  i 

T$?rM 

Minor  Sources  

/"•O 
TO  3 

1896 

U^.l 

6  <; 

iov4 
T/-»O<~» 

****3 

uo 

lyuy 

During  this  period  of  twenty  years,  the  gross  traffic 
revenue  per  mile  of  line  has  increased  from  $6725  to 
$10,184  5  in  fact,  in  1907,  it  was  $11,383  and  up  to  that 
year,  the  gross  revenue  per  mile  of  line  had  increased 
69  per  cent.  It  is  the  increase  in  the  volume  of  traffic 
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which  has  enabled  the  railroad  companies  to  main- 
tain their  dividends,  to  improve  their  property,  and  to 
provide  for  the  interest  charges  on  their  additional 
capitalization,  in  the  face  of  decreasing  rates  and  in- 
creasing expenses.  For  the  passenger  rate  has  mean- 
while decreased  from  2.167  cents  per  mile  to  1.928 
cents ;  the  ton-mile  rate  from  0.91  cents  to  0.763  cents  ; 
while  the  ratio  of  expenses  to  earnings  has  increased 
from  65.8  per  cent  to  66.7  per  cent.1  The  passenger 
rate  reached  its  lowest  point,  1.928  cents,  in  1909. 
The  ton-mile  rate  descended  to  0.724  cents  in  1899  and, 
after  rising  to  0.780  cents  in  1904,  shrank  again  to 
0.754  cents  in  1908.  The  ratio  of  operating  expenses 
to  earnings  attained  its  highest  point,  70.6  per  cent, 
in  1906. 

It  is  difficult  to  assign  to  each  class  of  traffic  the 
actual  cost  of  its  performance.  Attempts  to  obtain 
that  cost  from  the  information  now  attainable  would 
be  so  misleading  that  it  would  be  unjust  to  base  any 
conclusions  upon  that  information  as  to  the  actual 
profit  per  unit  of  service.  But  an  approximate  notion 
may  be  derived  from  the  statistics  here  presented  as 
to  the  cost  of  each  class  of  service,  as  compared  with 
the  earnings  per  traffic  unit,  on  the  basis  of  the  relative 
contribution  of  each  class  to  the  total  revenue.  It  is 
on  this  basis  that  comparisons  are  presented  in 
Appendix  XI. 

1  These  statistics  refer  only  to  operating  revenue  and  expenses. 

2B 
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In  such  a  comparison  of  the  earnings  from  passen- 
ger traffic  and  the  relative  cost  per  passenger-mile,  the 
intervening  profit  has  fluctuated  between  0.742  cents, 
its  highest  point,  in  1890,  and  0.637  cents  in  1909.  Its 
lowest  point,  0.577  cents,  was  in  1908,  when  the  profit 
had  become  reduced  by  one  fourth.  In  like  manner, 
the  profit  from  freight  traffic  per  ton -mile  fluctuated 
between  its  highest  point,  0.323  cents,  in  1890,  and 
0.251  cents  in  1909;  reaching  its  lowest  point,  0.226 
cents,  in  1908,  when  the  reduction  amounted  to  30 
per  cent.  In  1890,  the  gross  revenue  from  minor 
sources  was  at  the  rate  of  27.3  cents  per  passenger 
train  mile  and  in  1909  30.8  cents.  It  fluctuated  mean- 
time as  high  as  39.4  cents  in  1907  and  as  low  as  27.2 
cents  in  1894,  the  year  of  the  Columbian  Exposition, 
when  there  was  an  abnormal  increase  in  the  passenger 
train  mileage.  On  this  basis  of  apportionment  of 
expenses  to  earnings,  the  cost  of  this  class  of  revenue 
constituted  7.5  per  cent  of  the  total  cost  in  1890  and 
6.5  per  cent  in  1909,  having  been  over  10  per  cent  in 
the  years  1896,  1897,  and  1898.  The  profit  per  pas- 
senger train  mile,  on  this  basis,  was  9.2  cents  in  1890 
and  10.3  cents  in  1909,  having  reached  12.8  cents  in 
1902. 

The  fluctuations,  in  this  period,  of  the  gross  and  net 
revenue  from  the  traffic  of  the  national  railroad  system 
as  a  whole  are  exhibited  in  the  following  table  on  the 
basis  of  the  railroad  mileage  in  each  year :  — 
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EARNINGS 

EXPENSES 

PROFIT 

RATIO  OF  EXPENSES 

Year 

$ 

Year 

$ 

Year 

$ 

Year 

Per  Cent 

1890 

6,725 

1890 

4,425 

1890 

2,300 

1890 

65-8 

iSQS 

6,050 

1895 

4,083 

1894 

1,941 

1894 

68.1 

1907 

H5383 

1907 

7,687 

1907 

3,696 

1900 

64.7 

1909 

10,184 

1909 

6,974 

1909 

3,391 

1909 

66.7 

The  general  result  has  been  that,  in  the  twenty  years 
from  1890  to  1909,  the  traffic  earnings  of  our  railroad 
system  per  mile  of  line  have  increased  69  per  cent,  the 
operating  expenses  have  increased  53  per  cent,  and  the 
intervening  profit,  47  per  cent.  As  we  are  here  dealing 
with  concrete  facts,  this  comparison  may  not  be 
questioned. 

The  increase  in  the  profit  per  mile  of  line  is,  however, 
no  index  of  the  profit  on  the  capital  therein  invested. 
Beginning  in  1890  at  $60,340  per  mile,  the  invested 
capital  increased  to  $63,776  in  1892  and  fell  to  $59,610 
in  1895.  Since  that  year  it  has  not  failed  to  increase 
year  by  year  faster  than  the  mileage,  until  in  1909 
it  had  reached  the  sum  of  $73,828,  which  is  an  in- 
crease of  about  24  per  cent  in  15  years.  The  profit 
has,  however,  kept  pace  with  the  increasing  invest- 
ment. It  was  3.8  per  cent  in  1890  and  4.4  per  cent 
in  1909,  having  been  lowest,  3.0  per  cent,  in  1894  and 
highest,  5.2  per  cent,  in  1906  and  1907. 

The  facts  presented  in  statistical  form  in  Appendix 
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XI  have  also  been  assembled  graphically  in  Appendix 
XII,  where  their  general  relation  to  each  other  is  more 
impressively  exhibited.  However  little  of  positive 
value  may  be  recognized  in  the  deductions  from  these 
statistics  as  to  the  profit  derived  from  the  several 
classes  of  traffic,  there  can  be  no  valid  objection  to 
them  as  to  the  relative  fluctuations  in  earnings  and 
expenses  per  traffic  units  in  the  period  under  considera- 
tion. The  conclusions  to  be  drawn  from  these  com- 
parative statistics  are :  - 

First,  that  the  average  rates  per  passenger-mile 
and  per  ton-mile  have  substantially  decreased  in 
twenty  years. 

Second,  that  the  cost  of  performance  per  traffic 
units  has  been  increasing  since  1902. 

Third,  that  the  increase  in  net  earnings  per  mile 
of  line  has  been  due  to  the  remarkable  increase  in  the 
density  of  traffic. 

Fourth,  that  the  net  earnings  per  mile  of  line  in 
1907  can  only  be  maintained  by  preserving  the  same 
relation  between  the  rates  per  traffic  units  and  the 
cost  of  performance  attained  in  that  year,  or  by  such 
an  increase  in  the  volume  of  traffic  as  would  insure 
the  same  net  return  per  mile  of  line  upon  any  lower 
average  rate  of  profit  per  traffic  units. 

Fifth,  that  the  requirements  of  railroad  service, 
not  only  as  to  the  increasing  volume  of  traffic,  but  also 
as  to  the  character  of  that  service,  are  compelling  an 
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increase  in  the  capital  invested  per  mile  of  line,  which 
must  be  accompanied  by  a  commensurate  return 
upon  that  investment  in  order  that  those  requirements 
may  meet  with  a  satisfactory  response. 

These  conclusions  are  enforced  by  an  examination  of 
the  statistics  contained  in  Appendix  VIII,  as  graphi- 
cally delineated  in  Appendix  IX. 

Under  the  Interstate  Commerce  Law,  as  now 
amended,  the  Interstate  Commerce  Commission  has 
ample  authority  to  regulate  the  service  which  bears 
the  freightage  of  our  national  commerce  in  counter- 
currents  of  concentration  and  diffusion,  converging 
upon  and  diverging  from  centers  of  primary  and  sec- 
ondary importance,  impinging  upon  each  other  and 
diminishing  the  impetus  of  both.  Some  are  affected 
by  trade  winds  of  intercontinental  origin,  others  are 
involved  in  barometrical  regions  of  high  and  low  pres- 
sure in  our  own  commercial  competition,  and  within 
these  regions  are  the  superficial  currents  of  local 
demand  and  supply.  Swaying  hither  and  thither, 
eddying  around  the  rocks  of  competition,  or  obstructed 
by  the  hidden  shoals  of  discrimination,  the  tide  of 
traffic  of  our  railroad  system  flows  on,  rising  and  fall- 
ing with  the  annual  seasons,  with  more  or  less  bounti- 
ful harvests  and  with  the  fluctuations  of  commercial 
credit. 

The  issues  here  involved  are  too  momentous  to  be 
determined  solely  by  an  administrative  bureau.  No 
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such  power  for  evil  or  for  good  over  the  general  wel- 
fare should  be  so  exercised.  They  are  issues  in  which 
rates  may  sway  the  balance  of  commercial  rivalry. 
It  is  often  the  case  that  changes  in  rates  are  not  in- 
tended to  cheapen  the  prices  of  commodities  to  the 
ultimate  consumer,  but  to  determine  which  of  two 
intermediate  distributors  shall  have  the  privilege  of 
selling  goods  to  him.  Recently  an  issue  of  this 
character  came  before  the  Interstate  Commerce  Com- 
mission in  which  it  was  to  be  decided  whether  the  deal- 
ers in  Boston  or  St.  Louis  should  have  the  preference 
in  selling  shoes  manufactured  in  Massachusetts  to  the 
shopkeepers  of  Omaha  and  vicinity. 

It  should  hot  be  expected  that  the  whole  body  of 
railroad  rates  should  pass  through  an  ordeal  of  regu- 
lation. Such  a  requirement  would  practically  be 
impossible  of  fulfillment.  From  August  20  to  No- 
vember 30,  1906,  the  number  of  railroad  tariffs  filed 
with  the  Interstate  Commerce  Commission  averaged 
964  per  day.  A  single  one  of  such  tariffs,  that  on 
cotton  goods  from  mills  in  the  Southern  States  to 
Northern  and  Western  points,  covered  rates  from  300 
points  of  shipment  to  6600  points  of  destination.  It 
comprised  72,000  rates  in  separate  figures  in  a  tariff  of 
140  pages.  This  single  illustration  is  sufficient  to 
indicate  the  hopelessness  of  confining  to  a  government 
bureau  of  seven  members  the  authority  to  fix  the  rail- 
road tariffs  of  this  country  in  detail.  Such  regula- 
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tion  will  inevitably  result  in  a  petrifaction  of  rates  and 
a  consequent  restraint  of  traffic  within  the  rigidly 
defined  limits  of  certain  trade  routes. 

Railroad  tariffs  must  retain  a  certain  degree  of  flex- 
ibility to  meet  the  varying  requirements  of  commerce, 
the  changing  relations  of  centers  of  distribution  and 
areas  of  production,  the  development  of  hitherto  un- 
exploited  resources,  the  opening  up  of  new  lines  of 
communication  at  home  and  abroad,  the  furtherance 
of  trade  expansion  with  foreign  countries.  How  is 
this  to  be  accomplished  without  the  cooperation  of 
the  railroad  officials,  who  in  numbers  and  experience 
are  competent  to  keep  in  touch  with  the  demands  of 
our  national  commerce  and  to  modify  the  tariffs  to 
meet  its  requirements  ? 

But  should  that  duty  be  performed  by  them  uncon- 
trolled by  external  regulation  ?  Not  by  any  means. 
They  understand  the  conditions  better  than  any  one 
else  possibly  can,  but  they  will  undoubtedly  exercise 
the  rate-making  power  entirely  in  the  interest  of  their 
employers,  the  railroad  companies,  as  they  see  it. 
How  then  should  the  rate-making  of  the  country  as  a 
whole  be  regulated  for  the  general  welfare  ?  No  single 
company  should  be  permitted  to  disturb  that  general 
welfare  by  making  its  own  rates  independently  on  com- 
petitive business.  To  do  so  is  to  introduce  anarchy 
again  into  the  railroad  situation,  with  its  attendant 
evils. 
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The  railroad  corporations  should  be  permitted  to 
group  themselves  into  traffic  associations,  in  accord- 
ance with  the  relations  that  they  severally  bear  to 
certain  classes  of  competitive  traffic.  The  associa- 
tions thus  formed  should  have  the  sole  power  to  change 
the  rates  on  such  traffic,  as  circumstances  warranted 
in  the  opinion  of  their  members.  But  such  changes 
should  not  be  made  without  a  hearing  from  the  in- 
terests to  be  affected  by  them.  These  interests, 
whether  of  producers,  manufacturers,  or  merchants, 
are  themselves  usually  organized  in  associations  which 
should  be  represented  at  the  traffic  association  meet- 
ings. Experience  shows  that  the  interests  thus 
affected  can  exercise  a  powerful  influence  over  the  de- 
liberations of  a  rate-making  association,  and  that  the 
conclusions  reached  under  such  conditions  will  more 
nearly  embody  a  compromise  of  the  conflicting  claims 
of  shippers  than  can  be  secured  in  any  other  way. 

The  action  of  such  an  association  need  not  finally 
determine  the  matter.  It  should  be  open  to  any  per- 
son or  interest  affected  thereby  to  appeal  to  the 
Interstate  Commerce  Commission,  and  the  ruling  of 
the  Commission  should  have  the  effect  of  a  decree  of  a 
District  Court  of  the  United  States.  That  is,  it  should 
decide  the  issue  as  presented  in  the  particular  case, 
subject  to  an  appeal  to  the  higher  courts.  In  the 
appellate  courts,  the  principle  would  be  established 
which  would  determine  the  points  involved  in  many 
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cases  of  a  similar  character,  as  now  with  cases  arising 
under  our  customs  tariffs.  And  there  is  no  reason  why 
the  same  course  should  not  be  equally  as  satisfactory 
in  the  regulation  of  railroad  tariffs. 

The  foundation  for  complaints  as  to  railroad  rates 
is  not  in  the  unreasonableness  generally  of  the  rates 
in  themselves,  but  in  their  unjust  incidence  upon  those 
who  pay  the  non-competitive  rates ;  and  the  cause  of 
this  injustice  is  unrestricted  competition.  The  rail- 
road companies  sought  to  regulate  competition  by 
their  traffic  associations.  This  privilege  was  denied 
them  because  it  was  alleged  to  be  in  restraint  of  trade. 
Competition  was  to  be  unrestricted  by  any  agreement 
as  to  rates.  By  this  means,  rates  were  to  be  secured 
that  would  be  reasonable  in  themselves.  Yet,  at  the 
same  time,  unjust  discrimination  between  through 
and  local  rates  was  not  to  be  permitted.  Under  this 
duplex  system  of  maintaining  competition  unre- 
stricted without  unjust  discrimination,  what  has  been 
the  result  ?  Has  competition  been  stimulated,  or  has 
it  been  suppressed  by  the  ensuing  consolidation  of  rail- 
road lines  ?  Has  not  the  prohibition  of  traffic  associa- 
tions been  largely  instrumental  in  promoting  such 
consolidation?  Has  not  the  concentration  of  cor- 
porate power  in  the  executive  authorities  of  these  con- 
solidated lines  come  to  be  looked  upon  as  a  menace  to 
our  political  rights  ?  This  is  a  matter  which  tran- 
scends all  considerations  of  rate  regulation. 
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In  the  previous  chapters,  the  consequences  of  the 
prohibition  of  railroad  traffic  associations  have  been 
described :  that  the  railroad  companies  sought  to 
comply  with  the  law  by  maintaining  a  parity  of  rates 
without  pooling  their  earnings  from  competitive 
traffic;  that  even  these  remodeled  associations  were 
pronounced  illegal,  not  under  the  provisions  of  the 
Interstate  Commerce  Act  which  prohibited  pooling, 
but  under  the  Anti-trust  Act,  a  law  enacted  for  quite 
a  different  purpose ;  that  being  thus  deprived  of  the 
privilege  of  agreeing  upon  equal  rates  on  competitive 
business,  the  railroad  financiers  then  devised  the 
expedient  of  holding  companies,  which  was  likewise 
pronounced  unlawful  under  the  same  An ti- trust  Law ; 
and  that  as  a  result  of  this  mode  of  regulation,  the 
Union  Pacific  Company  was  utilized  as  a  holding 
company  with  virtual  control  of  nearly  one  half  of  the 
railroad  mileage  of  the  country.  And  still  more 
recently,  we  have  seen  almost  the  entire  railroad  sys- 
tem of  the  New  England  States  pass  under  the  control 
of  the  New  York,  New  Haven  and  Hartford  Railroad 
Company,  under  a  thinly  veiled  subterfuge,  which  was 
legalized  by  the  Massachusetts  legislature,  despite  the 
Supreme  Court  decision  in  the  case  of  the  Northern 
Securities  Company. 

The  field  in  which  it  was  originally  intended  to 
regulate  railroad  traffic  has  been  enlarged  in  order  to 
control  the  powers  granted  by  state  legislatures  to 
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corporations  engaged  in  commercial  and  financial 
undertakings ;  all  this  under  the  simple  provision  of 
the  Federal  Constitution  that  Congress  shall  have  the 
power  "to  regulate  commerce  with  foreign  nations, 
and  among  the  several  states,  and  with  the  Indian 
tribes."  Such  legislation  has  apparently  reached  its 
constitutional  limits,  as  it  is  even  proposed  to  amend 
the  Constitution  with  a  view  to  its  further  extension. 
Whether  the  ills  thus  to  be  remedied  have  resulted 
from  injudicious  legislation  or  whether  they  have 
developed  with  the  unscrupulous  use  of  corporate 
privileges  is  beyond  the  scope  of  this  discussion. 

Had  the  efforts  of  the  railroad  companies  to  control 
competition  been  regulated  in  the  interest  of  the 
people  generally,  that  just  disparity  in  rates  might 
have  been  maintained  which  was  defined  by  the 
Supreme  Court  in  its  interpretation  of  the  third  and 
fourth  sections  of  the  Interstate  Commerce  Act; 
namely,  "that  where  actual  competition  exists  at  the 
more  distant  point  which  the  carrier  cannot  control 
and  must  meet  to  obtain  a  share  of  the  business,  these 
sections  do  not  prohibit  the  disparity  in  rates,  so  long 
as  the  low  competitive  rate  is  remunerative  to  the 
carrier  and  the  non-competitive  rate  is  reasonable  in 
itself." 

Had  these  traffic  agreements  been  recognized  as 
lawful  contracts,  capable  of  being  enforced  in  the 
courts,  not  only  would  the  competitive  business  have 
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been  done  at  remunerative  rates,  but,  under  suitable 
regulation,  such  a  relation  might  have  been  preserved 
between  the  competitive  and  the  non-competitive 
rates  as  would  have  met  the  views  of  the  Supreme 
Court.  At  the  same  time,  the  competitive  rates  would 
have  been  free  to  fluctuate  with  the  demands  of  com- 
merce without  depriving  the  non-competitive  com- 
munities of  the  business  which  they  naturally  enjoyed, 
since  the  just  relation  between  the  two  classes  of  rates 
would  have  automatically  responded  to  such  fluctua- 
tion. 

The  legalization  of  the  traffic  associations  would 
have  had  the  further  effect  of  prolonging  the  existence 
of  the  weaker  corporations,  and  thereby  of  preserving 
competition  at  many  railroad  termini  and  intersec- 
tions that  ceased  to  be  competitive  points  as  these 
corporations  were  forced  into  bankruptcy  and  sub- 
sequent merger  by  excessive  competition  at  unprofit- 
able rates.  The  gigantic  consolidations  which  have 
resulted  from  the  exhaustion  of  these  smaller  com- 
panies by  competitive  warfare  are  directly  traceable  to 
animosity  to  the  traffic  associations  that  should  have 
been  brought  under  state  control  and  should  have  been 
made  the  convenient  instruments  for  adjusting  the 
relations  between  the  rates  on  competitive  and  non- 
competitive  business. 

The  consolidation  of  railroad  companies  into  great 
systems  has  proceeded  on  parallel  lines  with  the  trans- 
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fer  to  the  federal  government  of  the  authority  origi- 
nally exercised  by  the  several  states  over  corporations 
of  their  own  creation.  So  long  as  these  corporations 
retained  their  independence,  their  managements  were 
much  nearer  to  the  people  and  more  amenable  to 
regulation  by  the  state  commissions.  It  is  a  far  cry 
to  Rome ;  and  it  is  a  long  way  to  go  for  a  hearing 
from  the  Middle  West  or  from  the  Pacific  slope  to  a 
Wall  Street  office  or  to  the  federal  capital. 

Only  by  regulating  competition  was  it  practicable 
to  prevent  the  unjust  discrimination  against  non- 
competitive  communities  from  which  the  people  were 
really  suffering.  Yet  the  people  were  led  to  believe 
that  the  remedy  for  these  ills  lay  in  freeing  competi- 
tion from  all  regulation,  and  we  now  see  the  result  of 
unregulated  competition  as  established  by  law. 


CHAPTER  XII 

PROBLEMS  IN  DISCRIMINATION 

As  we  take  up  problems  connected  with  traffic,  we 
become  conscious  of  a  change  in  our  attitude  toward 
the  regulation  of  railroad  service  by  law.  We  no 
longer  argue  with  reference  to  physical  laws,  for  the 
problems  connected  with  the  regulation  of  traffic  are 
mainly  discussed  from  the  standpoint  of  opinion,  and 
not  of  knowledge.  This  is  because  they  relate  to 
matters  in  which  personal  interests  are  principally 
involved ;  and,  in  their  discussion,  these  interests  are 
permitted  to  substitute  themselves  for  the  general 
welfare.  Therefore,  in  dealing  with  these  problems, 
it  becomes  necessary  to  recognize  that  the  influence 
which  is  exerted  upon  public  opinion  by  these  personal 
interests  overshadows  the  consideration  given  to  prop- 
ositions more  purely  economic  that  should  have 
superior  weight  in  the  interest  of  the  people  at  large. 

Our  American  railroad  system  attained  great  useful- 
ness virtually  undisturbed  by  legislative  interference. 
That  usefulness  would  not  have  been  so  successfully 
accomplished  but  for  an  inherent  principle  which  kept 
its  development  ever  true  to  the  purpose  that  it  was 
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intended  to  serve.  That  purpose  was  to  furnish  con- 
venient, speedy,  and  cheap  means  of  transportation, 
and  the  inherent  principle  was  the  spirit  of  competition. 
It  is  to  the  free  field  given  to  this  spirit  that  our  rail- 
road system  owes  its  rapid  expansion  on  the  lines  best 
adapted  to  the  changing  conditions  of  transportation 
needs. 

With  this  continuing  expansion,  wherever  rival  lines 
have  met  or  intersected  each  other,  the  spirit  of  com- 
petition has  been  so  keen  that  populous  towns  sprang 
up  at  such  junctions,  which  enjoyed  the  benefits  fol- 
lowing upon  cheap  rates  that  had  been  before  confined 
to  cities  on  the  coasts  and  navigable  rivers.  This 
development  in  railroad  transportation  was  accom- 
plished free  of  legislative  regulation  and  controlled  only 
by  the  circumstances  and  conditions  of  competition. 
The  consequent  advantages  to  our  country  at  large 
are  apparent  in  the  general  prosperity,  but  that  there 
have  been  accompanying  disadvantages  cannot  be 
successfully  denied.  Sudden  advances  or  reductions 
in  rates  that  grew  out  of  competitive  warfare  greatly 
disturbed  the  conditions  under  which  commerce  was 
conducted.  The  affairs  of  extensive  areas  of  produc- 
tion and  of  large  centers  of  distribution  were  thereby 
often  thrown  into  confusion.  So  that  the  welfare  of 
important  interests  and,  in  fact,  the  commerce  of  the 
whole  country  were  collaterally  associated  with  the 
consequences  of  this  unbridled  competition. 
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Unrestricted  competition  tended  to  aggregate  the 
productive,  industrial,  and  commercial  activities  of  the 
country  into  those  which  profited  by  competitive 
rates  and  those  that  were  not  so  favored ;  that  is,  into 
the  classes  of  traffic  known  as  through  and  local.  By 
this  distinction,  the  people  were  also  divided  in  two 
great  classes  ;  those  whose  rates  were  made  by  com- 
petition, that  is,  by  bargaining,  and  that  other  far 
more  numerous  class,  who  had  no  voice  in  making  the 
rates,  but  who  paid  the  maximum  rates  as  fixed  by 
traffic  officials.  This  large  class  of  citizens  suffered 
from  the  effects  of  which  they  felt  the  disadvantages 
without  sharing  in  its  benefits. 

It  was  this  disparity  in  rates  that  the  railroad  man- 
agers sought  to  diminish  by  agreements  among  them- 
selves; but  popular  feeling  became  so  intensified 
against  them  that  any  measure  which  the  railroad 
companies  adopted  for  their  own  protection  was 
viewed  as  antagonistic  to  the  general  welfare.  Yet 
unrestricted  competition  was  at  the  bottom  of  the  ills 
from  which  the  people  really  suffered.  It  had  dis- 
turbed the  equilibrium  of  commerce  by  questionable 
methods  and  with  far-reaching  injustice  and  abuse. 
The  persons  interested  in  the  through  traffic  became 
uneasy  at  the  success  attained  by  the  pooling  associa- 
tions in  steadying  the  competition  between  the  rail- 
road corporations.  They  foresaw  the  abolition  of  the 
special  rates  and  the  rebates  by  which  they  were 
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profiting.  Those  interests  organized  an  agitation 
which,  under  cover  of  the  general  welfare,  pressed 
steadily  forward  in  serried  ranks  and  routed  the  rail- 
road attorneys  in  the  arena  of  public  discussion  and  in 
the  legislative  committee  rooms.  The  arguments 
advanced  publicly  in  favor  of  railroad  regulation 
appealed  to  that  large  class  of  citizens  which  paid  the 
non-competitive  rates,  but  the  legislation  sought  in 
the  committee  rooms  was  intended  to  obtain  the  sup- 
port of  the  state  in  the  encouragement  of  that  kind 
of  competition  in  rates  which  inured  to  the  benefit  of 
privileged  communities  and  interests.  It  was  this 
influence  which  aroused  the  agitation  that  resulted  in 
the  prohibition  of  pooling  associations  in  the  Interstate 
Commerce  Act  and  in  the  illegality  of  all  traffic 
associations  under  the  vague  phraseology  of  the  Anti- 
trust Law. 

We  are  only  now  beginning  to  perceive  the  effect  of 
the  transfer  of  the  rate-making  power  from  the  rail- 
road administrations  to  the  federal  administration, 
in  the  suspension  of  all  rate  changes  until  they  have 
received  the  approval  of  the  Interstate  Commerce 
Commission.  It  is  the  swing  of  the  pendulum  from 
the  unregulated  competition  of  hundreds  of  inde- 
pendent railroad  managements  through  the  correlated 
action  of  a  limited  number  of  " system"  managements 
to  the  consolidation  of  control  in  a  single  federal 
management.  Whoever  controls  the  rate-making 

2C 
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power  controls  the  production  of  revenue  and  con- 
sequently the  ability  to  meet  the  requirements  of 
transportation.  If  our  country  is  to  advance  in 
prosperity,  the  facilities  that  are  sufficient  to-day  will 
be  insufficient  to-morrow.  In  the  past,  competition 
has  served  as  a  stimulus  to  provide  such  facilities  in 
advance  of  their  requirement.  As  combination  en- 
sued, they  were  furnished  only  as  the  necessity  for 
them  was  made  evident  by  increasing  traffic.  Con- 
solidation will  place  the  responsibility  for  their  pro- 
vision upon  the  single  authority  that  now  exercises 
the  rate-making  power. 

If  competition  has  been  the  inherent  principle  in 
the  development  of  our  railroad  system,  discrimina- 
tion has  been  the  dominating  factor  in  that  competi- 
tion. For  discrimination  is  an  inevitable  accompani- 
ment of  all  competition  ;  and,  in  fact,  of  that  principle 
of  evolution  that  is  summed  up  in  the  expression, 
"survival  of  the  fittest/'  If  the  survival  of  the  fittest 
is  secured  by  competition,  then  the  effect  of  consoli- 
dated railroad  administration  will  be  to  maintain  the  less 
fit  of  managements  in  a  state  of  degenerate  vitality  in 
the  struggle  for  existence.  If  the  spirit  of  competition 
is  to  have  that  recognition  substantially  which  is  nom- 
inally accorded  to  it  in  the  federal  regulation  of  rail- 
road traffic,  then  discrimination  must  unquest'onably 
have  place  in  such  recognition.  If  we  are  to  have 
regulated  competition,  we  must  have  just  discrimina- 
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tion,  and  it  then  becomes  necessary  to  distinguish 
that  which  is  just  from  that  which  is  unjust. 

In  the  application  of  rates  to  service  there  are  three 
characteristic  modes  of  discrimination :  discrimina- 
tion between  communities,  persons,  and  commodities. 
The  discrimination  between  communities  began  as 
soon  as  any  one  community  had  a  choice  of  trans- 
portation routes.  There  is  no  inducement  for  dis- 
crimination along  a  railroad  line,  while  the  service  is 
a  monopoly.  That  service  only  ceases  to  be  a  monop- 
oly under  one  of  two  circumstances ;  either  when  the 
railroad  line  reaches  a  point  that  is  already  well 
served  by  water  communication  or  else  by  another 
railroad  line.  Then  competition  disturbs  the  uni- 
formity which  rendered  the  monopolist  secure  in  the 
performance  of  a  like  service  for  a  like  charge.  Where 
the  previous  service  has  been  altogether  by  water, 
passengers  will  usually  seek  the  rail  route,  as  will  also 
commodities  of  great  value  in  proportion  to  their  bulk 
or  weight,  even  at  higher  rates.  After  a  more  or  less 
protracted  period  of  rate  cutting,  the  railroad  com- 
pany, either  tacitly  or  by  agreement,  will  fix  its  rates 
on  other  commodities  at  figures  which  will  leave  such 
business  to  be  divided  with  the  water  route  as  other 
conditions  of  commerce  fluctuate. 

But  when  competition  arises  from  the  intrusion  of 
a  newly  constructed  line  into  a  field  long  occupied 
by  another  railroad  company,  the  conditions  become 
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altogether  different.  In  the  early  period  of  railroad 
expansion,  the  better  service  was  ordinarily  by  the 
older  line,  and  the  only  inducement  by  which  the  new- 
comer could  turn  the  current  of  traffic  was  by  offering 
lower  rates.  This  act  was  viewed  by  the  older  cor- 
poration as  an  offensive  invasion  of  its  property  rights, 
but,  as  business  began  to  leave  its  line,  it  was  compelled 
to  recognize  the  existence  of  its  rival  by  meeting  its 
rates.  This  checked  the  tide  until  a  further  reduction 
was  made,  and  the  process  was  repeated  until  the  rates 
were  so  diminished  that  there  was  no  profit  from  the 
business  to  either  company. 

When  this  stage  had  been  reached,  the  management 
of  the  older  corporation  would  reluctantly  ask  a  con- 
ference in  which  its  rival  would  assent  to  an  increase 
in  rates,  but  not  to  the  former  figures ;  hoping  thereby 
to  earn  some  recognition  from  the  community  which 
had  to  that  extent  profited  by  its  rivalry.  This, 
however,  was  usually  a  vain  hope.  At  equal  rates,  the 
older  route  would  ordinarily  secure  the  greater  part  of 
the  traffic,  and  so  the  newcomer  was  constrained  to 
revert  to  an  offer  of  lower  rates  in  order  to  obtain  any 
considerable  share  of  the  competitive  traffic.  Then 
followed  another  rate  war,  pursued  to  the  bitter  end, 
followed  by  another  truce  and  the  establishment  of  a 
normal  tariff  on  yet  a  lower  basis.  So  this  succession 
of  wars  and  truces  went  on  all  over  the  country,  wher- 
ever two  rival  lines  could  affect  each  other. 
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There  is  no  question  as  to  the  substantial  character 
of  the  discrimination  in  rates  between  a  community 
enjoying  the  advantages  of  uninterrupted  communica- 
tion by  sea  with  all  other  ports  equally  accessible,  in 
comparison  with  those  rates  which  are  paid  by  other 
communities  depending  solely  on  railroad  transporta- 
tion. If  the  coastwise  railroad  lines  enter  into  com- 
petition for  the  seaborne  traffic,  they  must  either  meet 
the  rates  by  water  or  proffer  some  countervailing  in- 
ducement that  ocean  transportation  cannot  provide. 
As  has  been  said  time  and  again,  intermediate  com- 
munities on  such  railroad  lines  are  not  affected  un- 
justly by  a  disparity  in  rates  that  does  not  deprive 
them  of  trade  which  they  before  enjoyed.  In  fact, 
they  are  often  benefited  indirectly  by  the  facilities 
for  quicker  intercourse  and  improved  service  incidental 
to  such  competition.  But  they  have  just  cause  for 
complaint  when,  by  such  disparity  in  rates,  their  fields 
of  action  are  diminished  in  area  by  reaction  from 
points  of  competition ;  and  this  condition  usually 
arises,  not  by  competition  between  rail  lines  and  water 
lines,  but  from  rivalry  between  the  railroad  companies 
themselves.  Here  it  is  that  such  communities  really 
suffer  from  unbridled  competition,  and  they  may  well 
appeal  to  the  constituted  authorities  for  that  relief 
which  the  railroad  managements  cannot  afford  them, 
so  long  as  they  are  required  to  act  independently  of 
each  other  in  making  competitive  rates. 
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There  is  yet  another  field  in  which  the  railroad  com- 
panies have  discriminated  between  communities  by 
the  allowance,  on  commodities  produced  locally,  of 
specially  reduced  rates  for  domestic  or  foreign  export. 
This  discrimination  has  been  defended  by  the  familiar 
arguments  in  favor  of  protection  to  infant  industries 
in  the  nature  of  drawbacks  or  bounties.  To  follow  up 
this  analogy,  as  the  infant  industries  waxed  strong, 
they  claimed  as  a  right  that  which  was  granted  as  a 
privilege,  and  in  time,  discrimination  of  this  character 
became  a  cause  of  contention,  not  only  between  the 
railroad  companies  and  the  now  prosperous  producers, 
but  also  between  allied  rivals  in  railroad  and  industrial 
managements,  which  disturbed  the  general  equilibrium 
of  rates  on  the  commodities  thereby  affected. 

Discrimination  between  communities  has  accord- 
ingly been  the  usual  and  necessary  concomitant  of 
competition  between  railroad  companies,  and  it  was 
so  recognized  in  the  "long  and  short  haul  clause"  of 
the  Interstate  Commerce  Act  of  1887.  In  that  act  it 
was  forbidden  to  make  a  greater- charge  for  the  same 
service  "for  a  shorter  than  for  a  longer  distance  over 
the  same  line,  in  the  same  direction,  the  shorter  being 
included  within  the  longer  distance"  "under  sub- 
stantially similar  circumstances  and  conditions." 
The  Supreme  Court  interpreted  this  latter  phrase  as 
distinguishing  between  competition  that  was  "artifi- 
cial or  merely  conjectural"  and  that  which  was 
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"material  or  substantial."  This  aspect  of  the  subject 
has  been  so  fully  discussed  by  me  in  previous  publica- 
tions that  it  will  not  be  dwelt  upon  in  this  connection.1 
The  purpose  here  has  been  to  emphasize  the  differ- 
ence in  just  and  unjust  discrimination  between  com- 
munities. Unless  such  discrimination  can  be  shown 
to  be  either  unavoidable  or  necessarily  inherent  in  the 
nature  of  the  service  or  to  be  for  the  general  welfare, 
it  may  be  considered  as  unjust  discrimination.  It 
was  because  of  the  centers  of  distribution  that  have 
been  thus  artificially  created  and  of  the  areas  of  pro- 
duction thus  artificially  protected  that  other  com- 
munities experienced  the  evils  which  it  was  sought  to 
remedy  by  the  "long  and  short  haul  clause"  of  the 
Interstate  Commerce  Act.  In  the  early  application 
of  that  clause  to  competitive  traffic,  the  railroad  man- 
agements assumed  to  determine,  each  for  itself,  the 
circumstance  and  conditions  which,  under  the  inter- 
pretation of  the  Supreme  Court,  distinguished  that 
competition  which  was  substantial  or  material  from 
that  which  was  artificial  or  merely  conjectural.  But 
partly  from  the  authority  given  to  subordinate  officials 
to  determine  that  matter,  and  partly  from  the  dissolu- 
tion of  their  traffic  associations,  the  managements 
failed  to  afford  the  relief  which  the  dissatisfied  com- 
munities demanded. 

1  See  "Restrictive  Railway  Legislation,"  p.  246  el.  seq.;  also  "Rail- 
way Corporations  as  Public  Servants,"  p.  128  et.  seq. 
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The  railroad  managements  asserted  that  the  burden 
of  proof  as  to  unjust  discrimination  of  this  character 
rested  upon  the  complainant,  and  the  "long  and  short 
haul  clause"  was  provocative  of  tedious  and  indeter- 
minate litigation.  It  was  only  after  thirteen  years  of 
hesitation  that  Congress  definitely  settled  this  trouble- 
some issue  by  so  amending  this  clause,  in  the  Com- 
merce Court  Act  of  June  1 8,  1910,  as  to  confine  excep- 
tions strictly  to  the  special  cases  in  which  they  may 
have  been  previously  authorized  by  the  Commission. 
This  amendment  not  only  places  the  burden  of  proof 
upon  the  applicant  for  exemption  from  the  general 
prohibition,  but  also,  by  the  omission  of  the  phrase 
"under  substantially  similar  circumstances  and  con- 
ditions," the  limits  of  such  discrimination  are  greatly 
restricted  as  well  as  the  field  for  forensic  argument. 

To  the  other  duties  of  the  Interstate  Commerce 
Commission  is  thereby  added  that  of  determining  the 
relative  fields  of  action  of  competing  centers  of  dis- 
tribution and  areas  of  production.  This  is  perhaps 
the  most  serious  responsibility  that  has  been  so  far 
placed  upon  any  administrative  bureau  of  the  federal 
government.  The  discharge  of  this  duty  will  expose 
the  Commission  to  criticism  such  as  it  has  not  as  yet 
experienced.  For  rival  communities  have  long  been 
accustomed  to  rely  upon  discrimination  in  railroad 
charges  as  a  potent  factor  in  the  competition  between 
themselves.  The  railroad  companies  have  been  part- 
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ners  with  them,  and  they  will  only  complain  when  they 
believe  that  rates  may  be  utilized  against  them; 
while  they  will  be  most  reluctant  to  accept  any  ruling 
of  the  Commission  which,  in  their  opinion,  deprives 
them  of  so  valuable  a  means  of  defense. 

This  fact  has  been  made  evident  in  the  contests  as 
to  differential  rates  on  imports  and  exports  through 
the  Atlantic  seaports  and  in  the  rivalry  of  manufactur- 
ers and  merchants  in  the  East  and  in  the  Middle 
West  for  the  jobbing  trade  of  the  Mississippi  valley. 
The  rates  in  these  respects  have  been  so  long  subjected 
to  the  forces  of  competition  that  they  have  been 
brought  into  a  semblance  of  equilibrium  by  compro- 
mises and  readjustments.  Substantial  modifications 
of  these  rates  will,  however,  be  demanded  to  meet 
the  changing  conditions  of  production  and  distribu- 
tion. The  flouring  mills  which  moved  with  the  exten- 
sion of  our  railroad  system  from  Richmond  and  Balti- 
more to  Rochester  and  then  to  Minneapolis,  may  yet 
be  transferred  farther  westward.  Meat  packing,  which 
was  a  flourishing  industry  in  Cincinnati  before 
it  was  established  in  Chicago,  has  assumed  great 
importance  in  Kansas  City.  The  manufacture  of 
shoes  in  St.  Louis  vies  in  volume  with  that  in  the  New 
England  States.  The  steel  production  on  the  south- 
ern shore  of  Lake  Erie,  which  became  more  important 
than  that  which  before  existed  in  the  seaboard  states, 
is  now  in  turn  overshadowed  by  the  works  recently 
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established  near  Chicago,  and  here  it  is  that  there 
will  probably  be  required  such  a  readjustment  of  rates 
on  steel  products  as  will  favor  their  shipment  through 
New  Orleans.  There  is,  however,  another  rate  situ- 
ation that  will  make  a  far  greater  demand  upon  the 
authority  and  the  impartial  judgment  of  the  Com- 
mission. 

The  territory  between  the  Mississippi  valley  and  the 
Pacific  coast  is  now  entering  upon  an  era  of  develop- 
ment whose  magnitude  it  is  difficult  for  us  to  appreci- 
ate. That  which  has  been  hitherto  but  a  promise  is 
now  approaching  realization,  as  the  regions  before 
uninhabited  and  sterile  are  being  made  accessible  by 
railroad  construction  and  fertile  by  irrigation.  As 
these  factors  of  communication  and  production  be- 
come efficient,  labor  and  capital  are  attracted  to  lands 
which  respond  so  profitably  to  their  employment ;  and, 
with  the  awakening  of  the  populous  nations  on  the 
farther  coast  of  the  Pacific,  there  will  be  a  reversal  of 
the  tide  of  commerce  which  must  call  for  a  fundamental 
readjustment  of  the  rates  now  in  force  between  this 
vast  region  and  the  ports  on  the  Atlantic  and  the 
Pacific  oceans  and  those  on  the  Gulf  of  Mexico. 

The  region  here  referred  to,  excluding  Kansas  and 
the  states  bordering  on  the  Mississippi  River,  contains 
58  per  cent  of  the  total  territory  of  the  forty-nine 
states  in  the  Union.  Its  population  of  9,700,000  in 
1900  has  increased  to  13,700,000  in  1910,  that  is,  by 
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41  per  cent,  while  the  average  increase  in  all  the  states 
was  but  20  per  cent.  Yet  the  density  of  population 
in  that  region,  which  has  increased  from  five  to  eight 
persons  per  square  mile,  is  to  be  compared  with  the 
increase  from  twenty-five  to  thirty-three  per  square 
mile  in  the  average  general  density  of  population. 
Meantime,  the  railroad  mileage  of  this  region  has 
increased  from  49,456  miles  to  67,713  miles,  being  an 
increase  of  37  per  cent  against  an  average  increase  of 
20  per  cent  in  our  whole  railroad  system.  Still  it  has 
now  but  one  mile  of  line  to  twenty-six  square  miles  of 
area,  while  the  average  in  the  remaining  states  is  a 
mile  to  five  square  miles. 

This  is  the  region  in  which  the  authority  of  the 
Interstate  Commerce  Commission  over  rate-making  is 
to  have  freer  play  than  in  the  older  states,  and  that 
authority  is  to  be  exercised  under  conditions  which  as 
yet  are  but  vaguely  comprehended.  The  long  hauls 
across  the  continent  have  been  hitherto  in  competition 
with  the  still  longer  water  routes  interrupted  by  trans- 
fer across  an  isthmus.  Commerce  with  the  heart  of 
the  Great  West  through  New  Orleans  and  Galveston 
is  only  beginning  to  be  a  serious  cause  of  apprehension 
to  the  all-rail  lines  in  their  trade  through  the  Atlantic 
ports. 

The  effect  on  the  all-rail  traffic  in  the  opposite 
direction,  to  the  Pacific  coast,  may  be  surmised  from 
recent  experience  in  connection  with  the  opening 


396   PROBLEMS  IN  RAILWAY  REGULATION 

of  the  Tehuan tepee  route.  In  1906,  the  total  traffic 
by  the  Panama  route  was  less  in  value  than  $6,000,000. 
In  January,  1907,  the  Tehuan  tepee  route  was  opened 
to  commerce,  and  the  total  value  of  the  traffic  by  both 
routes  increased  as  follows :  — 

in  1907  to  $21,000,000; 

in  1908  to  $40,000,000; 

in  1909  to  $62,000,000; 

in  1910  to  $82,000,000; 

of  which  seven  eighths  was  by  the  Tehuantepec 
route.  While  two  fifths  of  the  traffic  by  the  Panama 
route  is  between  United  States  and  foreign  coun- 
tries, substantially  all  of  that  by  the  other  route 
is  between  parts  of  the  United  States,  and  largely  in 
sugar  from  Hawaii.  The  Tehuantepec  route  is  ap- 
parently destined  to  become  an  influential  factor 
in  the  traffic  situation  of  the  Great  West  and  of  the 
Mississippi  valley.  But  even  a  broader  view  may 
be  taken  of  this  subject. 

With  the  evolution  of  new  means  of  communica- 
tion and  production,  the  exchanges  of  commerce 
become  too  extensive  to  be  regulated  by  local  agencies. 
The  conditions  which  influence  those  exchanges  are 
no  longer  provincial,  or  even  national.  The  cir- 
cumstances that  affect  them  in  England  may  exist 
far  away,  in  South  Africa  or  in  China  or  in  Australia. 
Up  to  this  time,  save  as  our  national  resources  have 
been  drawn  upon  to  feed  and  clothe  the  people  of 
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other  countries,  we  have  stood  apart  from  these  world- 
wide currents  of  exchanging  commodities.  Our  na- 
tional commerce  has  been  sufficient  unto  itself.  The 
influences  which  have  affected  it  were  amenable  to 
regulation  by  the  several  states  only  as  to  that  traffic 
that  originated  and  terminated  within  their  respective 
borders.  As  to  interstate  commerce,  such  regulation 
proved  to  be  inadequate  and  has  now  been  completely 
subrogated  to  federal  regulation.  Here  is  to  be  con- 
sidered the  influence  that  would  be  exerted  upon 
the  rate  situation  of  our  seaports  on  the  Pacific  by 
the  freer  interchange  of  commodities  with  the  coun- 
tries on  the  opposite  coast  of  that  ocean ;  a  region 
which  is  supposed  to  contain  one  third  of  the  popu- 
lation of  the  Earth.  Nor  can  the  effect  of  the  future 
trade  relations  of  Canada  and  of  Mexico  with  the  Great 
West  be  overlooked  in  the  solution  of  its  traffic  prob- 
lems. And  finally,  it  is  to  the  interest  of  this  region 
that  its  railroad  tariffs  should  retain  such  flexibility 
as  will  permit  them  to  conform  promptly  to  these 
changing  relations  of  commerce  and  to  the  develop- 
ment of  its  unexploited  resources.  This  somewhat  ex- 
tended digression  in  the  discussion  of  discrimination 
between  communities  seems  justified  by  the  over- 
shadowing importance  of  the  traffic  situation  in  the 
Great  West  in  the  regulation  of  railroad  rates  by  the 
federal  government. 

Discrimination   in   charges   may   arise   in   several 
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ways.  For  instance,  there  may  be  different  charges 
to  different  persons  for  a  like  service.  Under  uni- 
form conditions  and  circumstances  there  is  no  induce- 
ment to  such  discrimination.  Secure  the  railroad 
company  in  a  monopoly  and  you  may  rest  assured 
that  all  will  pay  alike  for  a  similar  service.  Discrim- 
ination between  persons  begins  with  an  offer  from 
another  carrier  to  perform  that  service.  The  shipper 
bargains  alternately  with  the  rivals  for  his  custom 
until  a  limit  is  reached.  That  limit  is  the  cost  of 
performing  the  service.  This  bargaining  with  rival 
carriers  leads  to  the  making  of  special  rates.  To 
such  an  extent  did  this  custom  prevail  at  important 
competitive  points  that  the  greater  volume  of  such 
traffic  was  conducted  at  special  rates.  The  rival 
lines  eventually  restricted  this  privilege  to  favored 
customers  in  the  principal  lines  of  business ;  and  to 
prevent  these  special  rates  from  becoming  generally 
known,  their  shipments  were  made  at  the  published 
rates  and  the  difference  was  made  good  to  them  by 
discounts  from  their  freight  bills. 

The  effect  of  open  rivalry  had  been  to  give  to  all 
shippers  in  the  same  place  an  equal  opportunity  and  to 
stimulate  production;  but  the  effect  of  this  secret 
rebating  was  to  leave  the  control  of  the  market  in 
each  line  of  business  in  the  hands  of  a  few  of  the 
stronger  merchants  and  to  stifle  competition.  Yet 
the  practice  was  not  considered  immoral,  but  as  a 
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privilege  which  those  would  have  gladly  enjoyed 
who  were  excluded  from  it.  The  charging  of  an 
exorbitant  rate  had  long  been  a  matter  that  might 
be  regulated  by  the  establishment  of  a  maximum  rate, 
but  it  had  never  been  required  that  the  carrier  should 
charge  that  maximum  rate  to  all  alike,  nor  had  rebat- 
ing been  unlawful  until  it  was  made  a  crime  by  the 
Interstate  Commerce  Act,  which  provided  that  an 
agent  of  a  railroad  corporation  who  offered  a  rebate 
should  be  liable  to  fine  or  imprisonment. 

After  an  experience  of  fifteen  years  in  the  working 
of  the  Interstate  Commerce  Act,  it  was  amended  in 
1903  by  what  is  known  as  the  Elkins^Law,  when,  for 
the  first  time  in  statutory  legislation,  a  corporation 
as  well  as  its  agents  was  subjected  to  criminal  proce- 
dure. An  important  step  was  also  taken  toward 
suppressing  discrimination  in  favor  of  persons  by 
the  recognition  of  the  moral  iniquity  of  the  receiver, 
as  well  as  of  the  giver  of  rebates,  in  subjecting  the 
former  also  to  the  imposition  of  fines.  In  this  legis- 
lation it  was  assumed  that  the  corporate  body  could 
be  endowed  with  a  soul  and  thereby  also  be  made 
morally  responsible  for  the  crimes  committed  in  its 
name  by  its  management.  But  in  effect  such  legisla- 
tion made  many  innocent  persons  pecuniarily  respon- 
sible for  conduct  of  which  they  were  not  only  ignorant, 
but,  by  reason  of  the  law  of  corporations,  were  power- 
less to  control.  In  this  connection  it  is  interesting 
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to  follow  the  application  of  this  principle  to  the  pre- 
vention of  discrimination  between  persons. 

The  opinion  was  officially  expressed  by  the  Inter- 
state Commerce  Commission  that  the  Elkins  Law  had 
exercised  a  deterrent  effect  upon  rebating.  But, 
even  prior  to  its  passage,  the  increasing  combination 
of  competing  lines  was  tending  to  limit  the  practice 
to  the  business  of  the  great  industrial  corporations, 
with  whom  it  could  be  conducted  with  secrecy.  The 
volume  of  business  thus  concentrated  upon  favored 
lines  at  the  will  of  the  shippers  was  revealed  in  the 
" Sugar  Rebating  Cases,"  which  were  brought  to  trial 
in  1906.*  In  tkese  cases  alone,  in  four  months  up 
to  December,  1902,  70,000,000  pounds  of  sugar  had 
been  shipped  over  a  single  line.  It  is  but  fair  to  add 
that  these  transactions  were  only  brought  within  the 
purview  of  the  Elkins  Law  by  a  payment  made  soon 
after  its  passage.  Even  rebating  of  this  character 
must  then  have  virtually  ceased,  as  the  published 
rates  were  subsequently  reduced  on  the  co  modities 
to  which  the  secret  reduction  had  before  been  applied. 
The  cases  more  recently  prosecuted  have  been  based 
on  alleged  discriminations  between  persons  of  quite 
a  different  character,  of  which  the  cases  against 
the  Standard  Oil  Company  afforded  a  sensational 
example. 

On  May  17,   1906,   the  President  transmitted  to 

1  See  "Railway  Corporations  as  Public  Servants,"  p.  77. 
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Congress  a  report  of  the  Commissioner  of  Corporations 
of  his  investigation  into  the  oil  industry,  made  under 
the  authority  of  Congress.  In  that  report  it  was 
charged  that  the  Standard  Oil  Company  was  habit- 
ually receiving  from  the  railroad  companies  secret 
rates  and  was  profiting  by  other  unjust  and  illegal 
discriminations.  In  support  of  these  charges,  in- 
stances were  cited  which  related  to  traffic  in  nearly 
every  part  of  the  country,  from  New  England  to  Cali- 
fornia. In  none  of  these  instances  did  the  alleged 
offense  take  the  form  of  a  rebate  but  of  a  departure 
from  the  published  rate. 

During  the  year  1906,  numerous  indictments  were 
found  against  corporations  subsidiary  to  the  Standard 
Oil  Company  of  New  Jersey  for  violations  of  the 
Elkins  Law,  and  against  the  railroad  companies  in- 
volved therein.  The  attention  of  the  prosecuting 
officials  had  been  mainly  directed  to  the  manner  in 
which  these  companies  transacted  business  with 
the  oil-refining  establishment  at  Whiting,  a  suburb 
of  Chicago  just  across  the  state  line  of  Indiana,  which 
was  the  principal  point  of  shipment  to  the  South  and 
Southwest,  and  was  the  property  of  the  Standard 
Oil  Company  of  Indiana.  This  refinery  was  not  sit- 
uated directly  upon  any  of  the  railroad  companies' 
lines,  but  was  connected  with  them  by  a  belt  freight 
line  that  delivered  its  tank  cars  to  them  under  a 
switching  charge.  From  their  respective  junctions 

2D 
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with  this  belt  line,  the  several  railroad  companies 
transported  these  cars  to  East  Saint  Louis  and  there 
delivered  them  to  their  connections  for  distribution. 

In  August,  1906,  ten  indictments  were  returned  to 
the  United  States  District  Court  in  Chicago  against 
the  refining  company,  though  none  of  the  railroad 
companies  were  included  in  the  indictments.  These 
were  the  first  important  cases  brought  to  trial  since 
the  passage  of  the  Railroad  Rates  Act  though  the 
offenses,  comprised  in  6428  distinct  counts,  were 
alleged  to  have  been  committed  prior  to  that  time. 

The  prosecution  selected  as  a  test  case  the  trans- 
portation of  1462  tank  cars  over  the  Chicago  and 
Alton  railway  between  August,  1903,  and  March,  1905. 
Upon  the  assumption  that  the  transportation  of 
each  car  constituted  a  separate  violation  of  the  law, 
each  carload  was  stated  as  a  distinct  count  in  the 
indictment.  The  gravamen  of  the  charge  in  each 
instance  was  that,  while  the  published  rate  on  petro- 
leum was  1 8  cents  per  100  pounds,  the  shipments  had 
been  billed  under  an  unpublished  rate  of  6  cents  per 
100  pounds,  and  that,  in  accepting  this  unpublished 
rate,  the  Standard  Oil  Company  of  Indiana  had 
violated  the  law.  The  shipments  and  the  rates,  so 
far  as  the  initial  railroad  companies  were  concerned, 
were  entirely  within  the  borders  of  the  state  of 
Illinois,  and  to  that  extent  were  not  within  the  pur- 
view of  the  laws  regulating  interstate  commerce. 
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They  only  became  so  because  the  shipments  were 
intended  for  points  outside  of  that  state.  The  local 
rate  thus  became  an  element  in  the  through  rate 
only  incidentally,  and  in  this  fact  originated  the 
technicalities  on  which  were  based  the  spectacular 
features  of  the  case  that  gave  it  notoriety. 

The  defendant  claimed  that  the  published  rate 
of  1 8  cents  per  100  pounds  was  a  class  rate  in  a  general 
tariff,  which  was  only  applicable  to  petroleum  when 
shipped  in  small  quantities;  while  the  rate  on  oil 
in  tanks  was  a  commodity  rate  that  had  been  openly 
in  use  over  all  the  lines  from  Chicago  to  East  Saint 
Louis  for  fourteen  years  before  the  passage  of  the 
Elkins  Law.  This  statement  of  facts  was  not  ques- 
tioned by  the  prosecution,  nor  the  legality  of  the 
commodity  rate  on  oil  in  tank  cars,  if  shipped  only 
from  Chicago  to  Saint  Louis  ;  both  points  being  within 
the  state  of  Illinois.  But  it  seems  that  the  only 
publication  of  this  rate  from  Whiting  was  by  what  is 
known  as  an  " application  sheet";  that  is,  that  the 
Chicago  rate  was  applied  to  shipments  from  Whiting, 
and  it  was  not  proved  that  even  this  "application 
sheet"  had  been  filed  with  the  Interstate  Commerce 
Commission. 

Around  this  point  in  the  case,  the  critical  contest 
was  waged.  The  prosecution  insisted  that  the 
Standard  Oil  Company  should  have  ascertained  that 
the  railroad  company  had  duly  filed  the  rate  as 


404      PROBLEMS  IN  RAILWAY   REGULATION 

required  by  law.  The  oil  company  replied  that  it 
had  believed  that  the  rate  had  been  so  filed;  that  a 
similar  rate  had  been  properly  filed  by  a  competing 
railroad  company,  over  whose  line  it  had  shipped 
thousands  of  tons  of  oil  during  the  period  in  which 
the  alleged  unlawful  shipments  had  been  made  over 
the  Chicago  and  Alton  Railway ;  and  therefore  that 
it  could  have  had  no  dishonest  intent  in  using  the 
same  rate  by  that  line. 

The  judge  sustained  the  prosecution,  deciding  that 
"under  the  law,  the  shipper  must  ascertain  the  rate 
and  guide  himself  accordingly."  The  company  then 
produced  its  traffic  manager,  who  testified  that 
annually,  during  the  years  1902,  1903,  and  1904,  he 
had  been  furnished  by  the  railroad  agent  with  the 
rate  in  question  upon  a  " special  billing  order" ;  and 
that  he  had  been  informed  by  that  agent  that  the 
rate  had  been  filed  with  the  Interstate  Commerce 
Commission.  The  judge  held  this  evidence  to  be 
insufficient,  as  the  special  billing  order  referred  to  did 
not  purport  to  have  been  filed  with  the  Commission 
nor  had  it  been  distributed  to  the  general  public. 
The  evidence  that  the  oil  company  was,  at  the  same 
time,  shipping  oil  at  the  same  rate  to  the  same  point 
by  a  competing  line  was  excluded,  the  judge  express- 
ing the  opinion  that  "the  burden  of  diligent  endeavor 
was  not  to  be  diminished  or  increased  by  the  supposed 
existence  or  absence  of  a  lawful  rate  over  some  other 
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road  equal  in  amount  to  the  rate  accepted  by  the 
shipper." 

When  the  case  went  to  the  jury,  a  verdict  was 
speedily  found  against  the  defendant.  Before  enter- 
ing a  final  order,  the  judge  called  for  certain  informa- 
tion with  reference  to  the  capitalization  of  the  offend- 
ing company;  whether  any  corporation  owned  its 
stock  and,  if  so,  whether  that  corporation  owned  the 
stock  of  the  Union  Tank  Car  Line ;  saying  that  it  was 
the  rule  of  the  court  to  consider  the  condition  of  the 
defendant  before  imposing  a  penalty.  Counsel  for 
the  defendant  declined  to  enlighten  the  court  on  this 
point,  on  the  ground  that  the  demand  was  extra- 
judicial.  The  judge  however  secured  the  desired 
information  by  issuing  subpoenas  for  the  principal 
officials  of  the  Standard  Oil  Company  of  Indiana, 
of  the  Union  Tank  Car  Line,  and  of  the  Standard 
Oil  Company  of  New  Jersey.  In  fixing  the  fine,  the 
court  assessed  the  maximum  penalty  of  $20,000  on 
each  carload  included  in  the  indictment,  which 
amounted  to  the  total  sum  of  $29,240,000,  and  the 
case  was  carried  up  to  the  Circuit  Court  of  Appeals. 

The  appellate  court  unanimously  reversed  the  judg- 
ment of  the  District  Court  on  the  following  grounds : 

First :  that  the  court  erred  in  the  view  that  a 
shipper  can  be  convicted  of  accepting  a  concession 
from  the  lawful  published  rate,  even  though  it  is 
not  shown  as  bearing  on  the  matter  of  intent;  that 
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is,  that  the  shipper  at  the  time  of  accepting  such  con- 
cession knew  what  the  lawful  published  rate  actually 
was; 

Second :  that  the  court  erred  in  the  view  that  the 
number  of  offenses  is  the  number  of  carloads  trans- 
ported, irrespective  of  whether  each  carload  consti- 
tuted the  whole  or  the  part  only  of  a  single  transac- 
tion resulting  in  a  shipment ; 

Third :  that  in  the  imposition  of  the  fine,  the  trial 
court  had  abused  the  discretion  vested  in  the  court. 

In  the  opinion  of  the  appellate  court,  the  offense  in 
taking  a  rebate  is  not  committed  until  the  shipper  has 
taken  back  a  part  of  the  money  paid  in  the  first 
instance.  A  concession  in  rates  differs  from  a  rebate 
in  the  fact  that  the  shipper,  instead  of  paying  the  full 
rate  and  receiving  back  a  part,  merely  settles  for  the 
difference.  The  number  of  offenses  should  therefore 
have  been  ascertained  in  accordance  with  this  prin- 
ciple. On  this  basis,  the  number  of  offenses  would 
be  reduced  in  this  case  from  1462  to  36  and  the  maxi- 
mum penalty  from  $29,240,000  to  $720,000,  the  total 
amount  by  which  the  defendant  was  alleged  to  have 
profited  under  the  lesser  rate  being  $223,000. 

As  to  whether,  in  imposing  the  fine,  the  discretion 
vested  in  the  court  had  been  abused,  the  appellate 
court  found  that,  after  conviction  and  before  sentence, 
it  was  brought  out  that  the  capital  stock  of  the  plain- 
tiff in  error  was  principally  owned  by  a  New  Jersey 
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corporation,  which  had  not  been  before  the  court. 
In  the  language  of  the  decision,  "  Can  a  court,  without 
abuse  of  judicial  discretion,  wipe  out  all  the  property 
of  the  defendant  before  the  court  and  all  the  assets  to 
which  its  creditors  must  look,  in  an  effort  to  reach 
and  punish  a  party  that  is  not  even  before  the  court, 
that  is,  not  even  indicted  ?  Can  that  rightfully  be 
done  here  on  no  other  basis  than  the  judge's  personal 
belief  that  the  party  marked  by  him  for  punishment 
deserves  punishment  ?  If  so,  it  is  because  the  man 
who  happens  to  be  the  judge  is  above  the  law." 

On  August  21,  1908,  the  Attorney- General  of  the 
United  States  filed  a  petition  for  a  rehearing  of  the 
case  by  the  Court  of  Appeals,  in  which  it  was  con- 
tended that  if  it  was  necessary  to  show  beyond  a 
reasonable  doubt  that  the  shipper  actually  knew  what 
the  lawful  published  and  filed  rate  was,  that  the 
Interstate  Commerce  Act  would  be  reduced  to  a 
phantom,  and  that  the  country  would  be  plunged 
again  into  the  deplorable  condition  of  railroad  dis- 
crimination and  favoritism  which  existed  prior  to 
its  passage ;  that  no  court  short  of  the  Supreme  Court 
should  undertake  practically  to  wipe  that  act  from 
the  statutes.  The  petition  concluded:  "In  short, 
the  opinion  as  it  stands  erroneously  states  material 
parts  of  the  record,  does  injustice  to  the  trial  judge, 
leaves  doubtful  in  a  trial  the  rule  of  law  to  be  applied, 
both  as  to  knowledge  on  the  part  of  the  shipper  and 
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as  to  the  number  of  offenses;  appears  to  be  in  con- 
flict with  the  language  of  the  Supreme  Court  and  even 
with  previous  language  of  the  presiding  judge  of  this 
court  and  with  the  general  weight  of  legal  authority, 
and  if  permitted  to  remain  unmodified  will  tend  to 
encourage  disobedience  to  law,  to  impede  the  enforce- 
ment of  salutary  statutes,  and  largely  to  defeat  their 
purpose."  For  the  reasons  stated,  a  reargument  of 
the  case  was  requested.  But  if  the  court  was  not  dis- 
posed to  modify  its  views  then  it  was  suggested  that 
the  question  should  be  certified  to  the  Supreme 
Court. 

On  November  10,  the  Court  of  Appeals  denied 
the  petition  for  a  rehearing.  In  its  opinion  it  was  said 
"that  if  one  corporation  uses  another  to  violate  the 
law,  such  offender  ought  not  to  go  unpunished  and 
there  are  ways  as  old  as  the  law  itself  to  reach  and 
punish  it.  But  can  the  individual  who  is  merely  said 
to  have  procured  the  crime  to  be  committed  be  deprived 
of  a  hearing,  -  -  be  condemned  to  punishment  without 
being  tried,  convicted,  or  even  indicted  ?  Can  an  in- 
dividual merely  said  to  be  behind  the  party  convicted 
be  reached  for  punishment,  not  by  indictment,  trial, 
and  conviction  in  due  process  of  law,  but  by  supple- 
mental proceedings  before  the  judge  in  the  nature 
of  civil  proceedings  in  aid  of  execution?  Can  an 
American  judge,  without  an  abuse  of  judicial  dis- 
cretion, condemn  any  one,  individual  or  corporation, 
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who  has  not  in  his  own  person  first  been  duly  indicted, 
duly  tried,  and  duly  convicted  ?  " 

On  November  23,  1908,  the  Attorney- General  filed, 
in  the  Supreme  Court,  a  petition  for  writ  of  certiorari. 
He  took  the  position  that  the  Circuit  Court  of  Appeals 
was  without  jurisdiction  when  it  reversed  the  decision 
of  the  trial  court ;  that  the  law  never  intended  that 
the  appellate  tribunal  should  interfere  with  the  sole 
discretion  of  the  trial  court  in  regard  to  the  character 
or  amount  of  punishment  imposed;  to  do  so  is  to 
interfere  with  the  discretion  of  the  lower  court  on 
the  one  hand  and  with  the  pardoning  power  on  the 
other;  that  the  issue  of  the  writ  of  certiorari  was 
desirable  among  other  reasons  in  order  that  the  busi- 
ness community  and  the  people  at  large  may  be 
informed  and  advised  as  to  the  meaning  of  the  law 
by  the  judgment  of  the  Supreme  Court. 

In  its  decision  rendered  on  January  4,  1909,  the 
Supreme  Court  did  not  respond  to  this  appeal,  but 
simply  declined  to  review  the  case.  The  ruling  of 
the  Circuit  Court  of  Appeals  having  been  thus  sus- 
tained by  the  court  of  last  resort,  the  case  went  back 
to  the  District  Court  for  a  new  trial.  The  judge  who 
had  presided  at  the  previous  trial  declined  to  hear  the 
case ;  and,  on  March  2,  his  substitute  sustained  the 
motion  for  the  defendant  that  each  settlement  on 
which  an  alleged  rebate  had  been  paid  should  be  con- 
sidered a  separate  offense.  The  prosecution  then 
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attempted  to  introduce  in  evidence  a  tariff  sheet 
showing  an  eighteen-cent  rate  between  Whiting  and 
East  Saint  Louis.  The  judge  ruled  that  it  could  not 
be  presented  until  it  had  been  shown  that  this  was 
the  rate  published  and  filed  with  the  Interstate  Com- 
merce Commission.  This  proved  to  be  the  turning 
point  in  the  case,  as  the  oil  company  contended  that 
its  agents  knew  of  no  such  established  rate.  After 
the  prosecution  had  produced  its  evidence  on  this 
point,  the  judge  held  that  the  government  must 
prove,  as  alleged,  that  there  was  a  standard  rate  for 
oil  shipments  between  Whiting  and  Saint  Louis  at  the 
time  of  the  offenses  as  charged,  and  that  the  defendant 
had  knowingly  accepted  a  lesser  rate.  This  the 
prosecution  failed  to  do,  and,  on  March  10,  the 
judge  directed  the  jury  to 'bring  in  a  verdict  for  the 
defendant. 

Thus  ended  the  most  sensational  trial  that  has  so 
far  arisen  under  the  provisions  of  the  Interstate 
Commerce  Act.  After  experienced  counsel,  who 
had  devoted  months  to  its  preparation,  had  expressed 
confidence  not  only  in  the  justice  of  their  case  but 
also  in  the  completeness  of  the  evidence  and  in  the 
soundness  of  their  legal  position ;  after  they  had 
secured  a  verdict  and  a  pecuniary  penalty  exceeding 
in  amount  any  before  recorded  in  a  court  of  justice, 
—  the  elaborate  fabric  of  prosecution  and  conviction 
had  been  demolished  in  the  Court  of  Appeals,  had  been 
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ignored  in  the  Supreme  Court,  and,  on  retrial,  the  case 
had  been  taken  from  the  jury  because  of  the  lack  of 
evidence  to  sustain  the  indictment. 

The  " Sugar  Rebating  Cases"  were  simply  instances 
of  the  usual  repayments  in  cash  of  a  portion  of  the 
established  rate  on  which  shipments  had  been  made. 
The  issue  involved  in  the  oil  refinery  cases  was  of  a 
different  character.  It  was  whether  a  shipper  should 
exercise  due  diligence  in  ascertaining  that  he  was 
paying  the  full  rate  legally  filed  with  the  Interstate 
Commerce  Commission,  or  whether  a  guilty  knowl- 
edge of  the  lower  rate  that  he  had  paid  was  essential 
to  his  becoming  a  participant  with  the  railroad  com- 
pany in  the  statutory  crime  of  rebating.  This  is 
a  matter  that  concerns  the  shipper  by  rail  of  a  single 
parcel  as  it  does  the  management  of  an  important 
industrial  corporation ;  and  it  'is  therefore  well  that 
the  point  in  issue  has  been  settled  definitely  by  a 
unanimous  opinion  of  an  appellate  court,  sustained 
as  unanimously  by  the  Supreme  Court  of  the  United 
States.  For  the  more  vaguely  the  criminal  char- 
acter of  rebating  is  defined,  the  more  difficult  it 
becomes  to  differentiate  the  legitimate  from  the  ille- 
gitimate inducements  that  may  be  offered  to  secure 
competitive  business  at  ostensibly  the  same  published 
rates.  The  statutory  provisions  as  to  discrimina- 
tion between  persons,  that  is,  as  to  rebates  and  secret 
rates,  have  now  been  so  applied  by  the  courts  in  their 
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broadest  interpretation  that  such  discrimination  has 
not  only  been  made  criminal,  but  so  odious  in  public 
opinion  that  hereafter  it  must  be  relegated  to  the  class 
of  offenses  that  fall  outside  of  the  regulation  of  rail- 
road rates. 

Discrimination  between  commodities  is  a  necessary 
element  in  the  application  of  specific  rates  to  a  specific 
service.  It  is  the  foundation  of  the  classified  lists  of 
commodities  on  which  all  class  rates  for  distance  are 
based.  The  justice  of  this  discrimination  lies  in  the 
classification  of  each  commodity  according  as  its 
qualities  and  shipping  condition  affect  the  cost  of  the 
service.  Any  departure  from  this  rule  is  unjust,  and 
it  is  one  so  simple  of  application  that  complaints  of 
unjust  discrimination  in  classification  present  no 
substantial  difficulties  in  the  way  of  their  relief. 
The  principles  which  should  be  observed  in  the  classi- 
fication of  commodities  have  been  fully  considered 
by  me  in  previous  publications,1  and  they  will  be 
referred  to  in  the  next  chapter  as  they  relate  to  prob- 
lems in  rate-making. 

1  See  "Restrictive  Railway  Legislation,"  p.  148,  and  "Railway 
Corporations  as  Public  Servants,"  p.  117. 


CHAPTER  XIII 

PROBLEMS   IN  RATE   MAKING 

EVER  since  railroad  regulation  has  been  a  political 
issue,  much  has  been  written  and  said  about  the  prin- 
ciples which  should  govern  rate  making ;  though  little 
has  been  done  toward  defining  those  principles  with 
sufficient  clearness  for  them  to  be  reduced  to  rules  of 
practice.  As  a  fact,  railroad  tariffs  cannot  now  be 
remodeled  on  theoretical  principles.  It  is  too  late, 
for  the  foundation  of  all  our  railroad  tariffs  is  buried 
deep  in  that  past  which  conceals  the  beginnings  of  the 
railroad  system  itself ;  and,  as  they  now  are,  they  have 
become  so  integrated  with  the  national  distributing, 
manufacturing,  industrial,  and  commercial  systems  that 
when  we  talk  of  future  rate  making,  we  are  really 
discussing  rate  mending.  It  is  only  in  this  sense  of 
rate  mending  that  any  practical  benefit  can  be  derived 
from  the  discussion  of  the  principles  which  should 
govern  rate  making.  There  must  be  some  such 
principles  which,  in  the  past,  have  controlled  the 
mode  of  rate  mending  that  railroad  officials  refer  to 
as  based  on  experience  and  common  sense.  And  so 
far  as  this  empiric  mode,  of  what  we  will  now  call 

413 


4i4      PROBLEMS   IN  RAILWAY  REGULATION 


rate  making,  may  be  traced  to  the  appreciation  of 
experience  and  common  sense,  to  that  extent  its  con- 
sideration may  assist  us  in  an  effort  to  ascertain  what 
the  principles  are  which  underlie  that  method. 

When  the  practical  rate  maker  is  called  upon  to 
modify  an  existing  rate,  he  gives  no  thought  to  the 
relation  of  this  act  to  the  present  cost  of  the  railroad 
plant  or  to  that  of  its  reproduction,  nor  to  the  capital- 
ization of  his  company,  nor  to  its  possible  effect  upon 
the  dividend  rate.  If  he  is  asked  to  name  a  rate 
upon  some  novel  commodity,  his  first  thought  is  as 
to  its  appropriate  place  in  the  classified  tariff;  for 
that  place  fixes  its  relation  to  the  tariffs  of  rate  for 
distance  already  in  effect  and  which  is  the  outcome 
of  a  long-continued  series  of  experiments  extending 
so  far  back  that  the  present  generation  of  rate  makers 
cannot  trace  to  its  sources  the  development  of  the 
tariff  that  restricts  his  action. 

We  have  heard  a  great  deal  about  "what  the  traffic 
will  bear,"  a  phrase  used  in  one  sense  by  the  railroad 
managements  and  in  another  by  their  critics.  As  this 
is  the  foundation  on  which  the  former  party  bases  its 
action  and  which  the  other  seeks  to  undermine,  this 
brief  phrase  may  be  pregnant  with  the  germs  of  the 
principles  on  which  the  empiric  method  of  rate 
making  is  founded.  This  is  the  principle  which  is  ever 
most  efficient  with  the  practical  rate  maker ;  how  will 
the  proposed  change  affect  the  existing  fabric  of  rates  ? 
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how  can  this  new  demand  be  satisfied  with  as  little 
disturbance  as  possible  of  the  present  equilibrium? 
The  test  applied  to  a  rate  so  made  by  the  shipper  who 
is  to  use  it  is,  how  much  profit  does  the  rate  leave  to 
me  after  the  commodity  has  been  transported  ?  This 
is  all  that  there  is  practically  in  the  reasonableness  of 
a  rate  in  itself  in  the  opinion  of  the  rate  maker  and 
of  the  rate  user.  The  one  says  to  himself,  how  can 
I  best  meet  this  new  proposition  with  the  least  dis- 
turbance to  the  existing  situation?  The  other  fig- 
ures out  how  much  profit  is  left  to  him  after  paying 
the  rate  on  any  specific  shipment. 

The  relative  justice  in  a  change  of  rates,  viewed 
from  the  standpoint  of  the  traffic  official,  is  in  its 
effect  upon  the  direction  of  the  volume  of  traffic  to 
which  it  is  to  be  applied ;  whether  it  will  divert  that 
traffic  to  or  from  his  own  line.  This  is  his  dominating 
motive,  though  the  cost  of  the  service  is  remotely 
and  vaguely  kept  in  mind.  The  shipper  considers 
that  the  justice  of  a  rate  lies  in  its  favorable  effect 
upon  his  business  or  upon  the  profit  which  he  hopes 
to  derive  from  any  discrimination  in  the  existing 
rate.  How  shall  an  external  authority  steer  between 
these  opposing  interests  ?  Shall  it  be  exerted  in  favor 
of  either  party,  or  does  a  sense  of  responsibility  to 
both  require  that  a  middle  course  shall  be  pursued? 
For  a  reasonable  rate  is  but  a  compromise  between  the 
parties  in  interest,  and  justice  lies  in  leaving  competi- 
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tion  to  the  interaction  of  these  interests  subject  to 
two  conditions  :  to  the  effect  of  that  competition  upon 
the  interests  of  those  who  have  not  been  called  into 
council,  and  upon  the  welfare  of  the  community  at 
large  in  its  economic,  social,  and  political  relations. 

If  any  substantial  progress  is  to  be  made  in  this 
research,  there  must  be  some  common  ground  on  which 
the  conflicting  interests  of  carriers  and  shippers  may 
be  harmonized;  and  possibly  there  are  two  proposi- 
tions that  will  be  generally  accepted.  First,  that 
there  is  such  a  thing  as  the  cost  of  service,  a  figure 
below  which  any  specific  service  cannot  be  performed 
without  a  loss;  and  that  figure  may  be  called  the 
minimum  rate.  Again,  that  there  is  another  figure 
so  high  that  above  it  any  specific  service  loses  all 
value  to  the  person  for  whom  it  is  to  be  rendered ; 
and  that  figure  may  be  termed  the  maximum  rate. 
So  when  we  speak  of  the  minimum  rate,  we  mean  a 
definite  sum,  the  lowest  at  which  a  specific  service 
can  be  performed  without  loss ;  and  when  we  speak  of 
the  maximum  rate,  we  mean  a  definite  sum,  above 
which  the  specific  service  is  undesirable  by  the  party 
for  whom  it  is  to  be  rendered. 

There  is,  however,  no  such  thing  as  an  average 
minimum  or  an  average  maximum  rate ;  for  the 
transportation  service  is  rendered  to  many  different 
persons  under  many  different  conditions  and  circum- 
stances, and,  strictly  speaking,  there  are  just  as  many 
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different  minimum  and  maximum  rates  as  there  are 
varieties  of  specific  service.  This  is  evident  from  the 
vast  number  of  rates  that  are  at  present  applied  to 
our  national  freight  traffic,  not  merely  numbered  by 
thousands,  but  by  millions,  and  with  reference  to  each 
of  these  there  is  ground  for  argument  as  to  a  minimum 
and  a  maximum  rate. 

There  is  another  term  which  is  often  used  in  railroad 
polemics,  either  as  a  weapon  or  a  shield  according  as 
it  lends  itself  to  the  disputant's  purpose,  and  that  is 
the  average  rate  per  passenger-mile  or  per  ton-mile, 
just  as  there  is  another  term  which  is  employed  in  the 
same  way,  the  cost  per  car-mile  or  per  train-mile; 
and  efforts  have  been  made  to  use  these  two  classes 
of  terms  in  collaboration,  efforts  which  have  been 
as  misleading  as  they  were  futile. 

This  is  not  to  deny  that  there  is  such  a  thing  as  the 
cost  of  service  in  connection  with  each  transaction 
for  which  a  charge  is  made ;  but  the  difficulty  lies  in 
finding  a  term  which  may  express  the  unit  of  cost 
that  is  universally  applicable  to  every  such  transac- 
tion. While  such  a  unit,  capable  of  universal  appli- 
cation, is  as  yet  merely  a  desideratum,  we  may  point 
out  the  landmarks  by  which  that  desideratum  may 
be  approached,  and  that  by  a  process  of  elimination. 
We  may  eliminate  certain  elements  pertaining  to  the 
service  in  general  which  do  not  immediately  affect 
any  service  in  particular,  as  for  instance,  those  in- 
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volved  in  administration  and  in  the  maintenance  of 
permanent  way  and  buildings,  and  confine  our  atten- 
tion to  those  factors  which  affect  directly  the  trans- 
portation service  itself.  Here,  again,  we  may  disre- 
gard the  cost  of  the  terminal  service  and  deal  only 
with  the  train  service  for  which  the  charge  is  made. 

Now  we  approach  a  common  factor  in  the  cost  of 
train  service  per  se,  whether  that  service  be  for  pas- 
sengers or  freight,  instead  of  employing  two  such 
incomparable  units  as  the  passenger-mile  and  the 
ton-mile.  The  fundamental  factor  in  any  train  serv- 
ice is  traction,  and  a  traction  unit  is  the  desideratum. 
This  matter  received  the  attention  of  a  committee  of 
experts  appointed  by  the  American  Railway  Associa- 
tion, and  that  committee  reached  the  conclusion  that 
the  basic  unit  of  traction  was  to  be  derived  from  the 
power  exerted  by  the  locomotive  at  the  drawbar 
by  which  it  is  connected  to  a  train ;  in  other  words, 
that  the  " drawbar  pull"  afforded  what  may  be  called 
the  common  denominator  in  the  discussion  of  any 
problem  relating  to  train  service.  This  "  drawbar 
pull"  may  be  denoted  in  pounds  by  a  dynamometer 
attachment,  and  thereby  a  definite  index  may  be  ob- 
tained of  the  resistance  that  is  overcome  by  the  power 
of  the  locomotive  in  the  traction  of  any  particular 
train  under  varying  conditions  and  circumstances, 
over  the  route  on  which  the  service  is  performed. 
,  With  statistical  information  as  to  the  cost  of  main- 
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tenance  and  management  of  the  locomotive,  its  con- 
sumption of  fuel  and  other  accessory  items,  we  may 
ascertain  definitely  by  properly  conducted  experi- 
ments with  the  dynamometer  what  it  costs  to  exert 
a  definite  power  under  certain  conditions  of  train 
service.  From  this  information  there  may  be  deduced 
an  average  cost  of  drawbar  pull  per  ton-mile  that  will 
enable  us  to  arrive  at  the  average  cost  of  passenger  train 
service  and  of  freight  train  service  on  competitive 
lines.  But  the  average  cost  per  ton-mile,  as  thus 
ascertained,  can  only  be  used  as  a  standard  to  mark 
the  deviation  occasioned  by  the  different  conditions 
and  circumstances  under  which  the  train  service  is 
performed.  For  the  power  exerted  in  the  traction  of 
any  train  must  vary  with  the  weight  and  speed  of  the 
train  and  with  the  varying  resistance  encountered  as 
the  train  passes  over  successive  grades  and  curves. 
This  matter  is  essentially  too  technical  to  be  dis- 
cussed here  at  greater  length,  but  it  has  been  suffi- 
ciently remarked  upon  to  enforce  the  assertion  that, 
until  the  average  cost  of  the  "drawbar  pull "  per  ton- 
mile  has  been  experimentally  determined,  we  are  all 
at  sea  as  to  the  actual  cost  of  any  specific  train 
service  per  train-mile. 

When  that  actual  cost  has  been  ascertained  it  will 
be  found  to  vary  on  each  line,  as  compared  on  the 
basis  of  the  traction  units  expended  in  the  conduct 
of  its  train  service  as  a  whole.  The  number  of  these 
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units  will  vary  with  the  conditions  and  circumstances 
already  mentioned,  and,  as  a  corollary,  it  must  be 
recognized  that  the  average  cost  of  train  service  of 
the  same  character  will  vary  accordingly  on  lines 
competing  with  each  other  for  the  same  traffic.  Here 
at  once  we  are  confronted  with  the  varying  cost  of 
performance  in  rendering  a  like  service  over  two 
competing  lines.  If  the  charge  for  the  performance 
is  to  bear  a  fixed  relation  to  its  cost,  the  reasonable 
rates  on  the  line  more  expensively  operated  should 
be  higher  than  those  applied  to  a  like  service  on  the 
line  of  its  rival,  more  favored  by  natural  or  artificial 
advantages. 

But  this  standard  cannot  be  applied  where  competi- 
tion exists.  There  minimum  rates  will  unquestion- 
ably be  applied,  and  the  minimum  rate  will  be  estab- 
lished by  that  management  whose  service  is  most 
cheaply  performed.  Where  competition  is  non- 
existent or  suppressed,  the  rates  may  be  regulated 
on  the  basis  of  cost.  Yet  in  that  cost  other  matters 
are  to  be  considered  in  addition  to  the  cost  of  haul. 
There  are  items  peculiar  to  either  passenger  or  freight 
traffic  and  which  therefore  should  not  be  included 
indifferently  in  the  cost  of  both.  There  are  also  the 
cost  of  maintenance  of  the  plant  and  the  expense  of 
general  administration,  which  cannot  be  definitely 
assigned  to  either,  but  which  must  be  provided  for 
from  the  general  traffic  revenue.  Such  items  are 
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of  the  character  accounted  for  in  insurance  premiums 
under  the  name  of  "loading";  and  they  may  be  as- 
signed to  the  respective  classes  of  passenger  and  freight 
traffic  on  some  acceptable  proportionate  basis. 

After  all  of  the  expenses  incurred  in  operation  and 
administration  have  been  assigned  to  the  passenger 
and  freight  revenue  respectively,  how  are  the  result- 
ing totals  to  be  applied  to  any  specific  train  service  ? 
It  may  be  said,  on  the  same  basis  as  the  specific  cost 
of  its  performance;  that  is,  as  the  average  traction 
units  developed  in  that  performance.  In  this  way 
it  may  be  assumed  that  the  service  rendered  by  any 
particular  train  costs  a  certain  amount  per  mile  run, 
and  on  this  basis  of  cost,  the  charge  for  the  total 
service  rendered  by  any  particular  train  should  vary 
with  the  conditions  and  circumstances  under  which 
it  was  performed. 

But  train  service  is  rarely  paid  for  by  the  day  or 
by  the  mile.  The  charge  is  for  some  particular  person 
or  shipment  between  specified  points,  and  many  such 
transactions  are  aggregated  in  each  train  movement. 
How  is  the  cost  of  any  particular  train  movement  to 
be  distributed  among  an  indefinite  number  of  persons 
traveling  between  different  points  or  over  a  variety 
of  mixed  shipments  on  the  same  train  ?  To  my  mind, 
this  is  a  problem  impracticable  of  solution,  and  the 
very  attempt  to  express  it  in  terms  capable  of  com- 
prehension displays  its  impracticability,  even  as  the 
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basis  for  determining  a  minimum  rate  under  the  con- 
ditions stated  above. 

Where  the  service  has  been  fully  competitive,  the 
minimum  rate  has  been  gradually  determined,  not 
by  theoretical  deductions  from  more  or  less  inadequate 
statistics,  but  from  the  sad  teaching  of  experience; 
from  a  series  of  trials  and  errors  which  has  usually 
resulted  in  a  diminution  or  cessation  of  dividends 
and  occasionally  in  the  bankruptcy  and  reorganiza- 
tion of  the  railroad  company  which  performed  the 
competitive  service  at  less  than  it  cost.  In  all  war- 
fare, whether  political  or  commercial,  the  cost  in  lives 
or  money  is  thus  rudely  ascertained,  and  the  weaker 
party  surrenders,  conditionally  or  unconditionally. 
In  this  way  the  cost  of  service  was  practically  deter- 
mined so  long  as  the  railroad  companies  were  free 
to  regulate  their  own  relations  as  to  competitive  traffic. 
They  did  not,  however,  so  regulate  that  traffic  which 
was  not  competitive. 

In  the  incipiency  of  our  railroad  system,  as  each 
commercial  center  initiated  a  railroad  route,  a  crude 
tariff  of  charges  had  been  put  in  force,  based  upon 
the  preexisting  charges  for  land  or  water  carriage. 
Such  tariffs  were  modified,  as  experience  suggested, 
to  conform  to  the  difference  in  the  modes  of  transpor- 
tation. As  branch  lines  were  built  from  a  parent 
stem,  these  tariffs  were  extended  over  them ;  so  that 
from  each  original  railroad  terminus,  whether  at  the 
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Atlantic  seaports  or  on  the  Great  Lakes  or  on  the 
Gulf  Coast,  there  were  different  ways  of  constructing 
freight  tariffs  which  were  adhered  to,  in  many  in- 
stances long  after  these  separate  systems  had  been 
brought  into  rivalry  by  further  extension  and  had 
been  thereby  compelled  to  apply  uniform  tariffs  to 
their  competitive  traffic. 

The  cost  of  service  was  meanwhile  greatly  reduced 
under  the  pressure  of  competition,  but  the  local  traffic 
was  not  benefited  by  this  reduction.  The  local 
tariffs  were  rigorously  maintained  at  the  existing 
figures  and  with  a  correspondingly  increased  profit 
which,  in  a  great  degree,  made  good  the  losses  incurred 
in  the  insensate  reduction  of  rates  on  the  competitive 
traffic.  The  expansion  of  the  national  system  led 
to  a  disregard  of  the  local  tariffs  at  many  junctions 
and  crossing  points,  from  which  there  resulted  an 
unrelated  and  confused  jumble  of  commodity  rates, 
class  rates,  and  special  rates  that  gave  well-founded 
occasion  for  dissatisfaction  and  just  cause  for  resort 
to  legislation  for  its  better  regulation. 

It  is  this  situation  which  it  is  now  proposed  to 
remedy  by  a  general  adjustment  of  the  whole  fabric 
of  freight  tariffs  on  a  basis  that  will  include  the  cost 
of  service  in  determining  the  minimum  rates  and  a. 
fixed  dividend  rate  on  an  inventoried  valuation  of 
railroad  property  in  determining  the  maximum  rates. 
This  is  the  ideal  freight  tariff  that  is  proposed  from 
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political  motives,  and  which  must  be  accepted  by  the 
railroad  managements,  now  that  they  have  been 
deprived  of  the  rate-making  authority.  If  it  were 
practicable  to  recast  the  fabric  of  our  railroad  tariffs 
in  general  accordance  with  the  propositions  which 
are  asserted  to  be  theoretically  correct,  it  is  doubtful 
whether  tariffs  so  constructed  would  suit  our  people 
as  well  as  those  which  are  the  fruit  of  many  years 
of  experience  gained  in  their  practical  application  to 
the  business  of  the  country,  as  amended  from  time 
to  time  either  by  internal  rivalry  or  by  the  stern 
teaching  of  trial  and  error  from  which  that  experience 
has  been  gained. 

These  freight  tariffs  have  been  undergoing  for  sev- 
eral decades  a  mending  in  the  interest  of  the  persons 
for  whom  the  service  is  rendered.  This  was  induced 
by  the  unbridled  competition  that  prevailed  while 
that  service  was  free  of  external  regulation.  The  inter- 
vention of  the  federal  government  has  stilled  that 
spirit  and  correspondingly  checked  rate  making  in 
the  public  interest.  Meantime,  partly  by  legisla- 
tive restriction  as  to  the  conditions  under  which  our 
railroad  system  is  now  operated,  partly  by  the  gen- 
eral advance  in  the  cost  of  materials  and  supplies, 
and  partly  by  the  demand  from  labor  organizations 
for  higher  wages,  the  average  cost  of  service  had  been 
approximating  the  average  returns  from  the  charge 
for  its  performance;  until  the  railroad  manage- 
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ments  felt  compelled  to  resort  to  rate  mending  in 
the  interest  of  their  stockholders.  This  attempt 
was  suspended  by  adroit  manipulation  of  judicial 
process  and  arrested  by  federal  legislation ;  and 
now  the  rate  mending  is  neither  controlled  by  the 
spirit  of  competition  nor  by  the  self-interest  of  the 
railroad  companies,  but  by  the  will  of  the  Interstate 
Commerce  Commission. 

The  attempt  of  the  railroad  managements  to  bring 
about  a  general  advance  in  class  rates  has  diverted 
public  attention  from  discrimination  in  rates  to  the 
reasonableness  of  the  existing  tariffs  as  a  whole ;  and 
the  recently  extended  powers  of  the  Commission  are 
now  being  directed  to  the  determination  as  to  what 
constitutes  a  reasonable  rate.  In  the  efforts  which 
have  hitherto  been  made  to  determine  this  matter, 
the  discussion  has  covered  the  cost  of  transportation, 
the  value  of  the  plant,  the  nature  of  corporate  powers 
and  privileges;  a  discussion  which  has  interested 
professors  of  political  economy,  has  suggested  fruit- 
ful themes  for  political  orations,  has  spread  appre- 
hension among  railroad  managers,  and  has  confused 
the  mind  of  the  average  citizen,  when  he  gave  this 
aspect  of  the  question  any  consideration  at  all.  For 
this  is  not  a  matter  that  particularly  interested  the 
average  citizen.  What  difference  did  it  make  to 
him  that  the  average  annual  rate  per  ton  per  mile 
upon  the  total  volume  of  railroad  traffic  should  be 
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increased  or  diminished  by  one  hundredth  of  a  cent  ? 
What  interested  him  was  the  effect  upon  his  business 
of  a  lower  rate  to  a  competitor  or  to  a  rival  center 
of  trade,  or  upon  some  commodity  that  was  sold 
in  competition  with  that  which  he  sold  or  made  or 
produced. 

The  cost  of  the  service  is  not  a  matter  which  inter- 
ests the  shipper.  It  is  the  amount  of  the  charge 
for  it  that  interests  him,  and  the  standard  which  he 
applies  to  its  amount  is  the  value  of  the  service  to 
him.  Where  that  service  was  competitive,  he  was  at 
liberty  to  apply  his  own  standard  of  value  to  the 
price  at  which  the  service  was  offered,  and  he  had  the 
privilege  of  bargaining  until  a  compromise  had  been 
reached  which  was  acceptable  to  him.  The  coopera- 
tion of  the  railroad  managements  in  the  traffic  asso- 
ciations restricted  the  shipper's  influence  upon  the 
tariffs  applied  to  competitive  business,  though  this 
influence  was  still  efficient  where  the  competition 
between  communities  accorded  with  the  respective 
interests  of  rival  railroad  systems;  and  it  was  still 
insidiously  active  in  undermining  the  traffic  associa- 
tions when  they  were  overthrown  by  legislation  and 
by  judicial  decrees. 

Under  the  new  dispensation,  the  railroad  manage- 
ments are  relieved  of  responsibility  in  the  reconstruc- 
tion of  these  tariffs;  and  the  people  whom  they  serve 
have  now  to  hold  the  federal  government  respon- 
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sible  for  the  application  of  the  novel  rate-making 
principles  in  a  manner  which  will  be  satisfactory 
to  them.  In  assuming  this  responsibility,  can  the 
Interstate  Commerce  Commission  do  otherwise  than 
to  base  its  decision  as  to  the  reasonableness  of  any 
specific  rate  upon  the  value  of  the  service  rendered 
to  the  shipper?  There  is  no  other  basis  that  will 
be  acceptable  to  him;  and  the  railroad  companies 
can  only  appeal  from  a  decision  based  on  this  prin- 
ciple when  it  can  be  shown  that  the  rate  so  deter- 
mined is  less  than  the  cost  of  the  specific  service. 
For  the  burden  of  proof  is  now  on  them,  as  they  ex- 
perienced in  the  recent  hearings  before  the  Commis- 
sion. In  future  hearings  it  is  to  be  hoped  that 
additional  light  will  be  thrown  upon  this  point,  one 
which  the  railroad  managements  have  hitherto  been 
disposed  somewhat  contemptuously  to  leave  to 
theorists  as  an  academic  diversion,  but  which  they 
must  now  deal  with  as  a  matter  which  seriously 
affects  the  prosperity  of  the  corporations  which  they 
serve. 

As  already  stated,  the  value  of  the  service  to  the 
shipper  fixes  the  maximum  rate  and  the  cost  of  the 
service  fixes  the  minimum  rate.  Between  these  limits 
is  the  profit  for  the  performance  of  the  service,  and 
it  is  the  bounden  duty  of  the  Commission  to  make 
a  fair  division  of  this  profit  between  the  two  parties 
to  the  transaction  in  the  determination  of  a  reasonable 
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rate.  The  space  cannot  here  be  spared  to  follow  this 
argument  into  its  technicalities,  which  I  have  dis- 
cussed at  greater  length  elsewhere.1  As  Emerson  said, 
"  Commerce  is  carrying  things  from  where  they  are 
plentiful  to  where  they  are  needed,"  and  it  is  suffi- 
cient here  to  indicate  that  the  value  of  the  service  to 
the  shipper  is  to  be  found  in  the  difference  between 
the  prices  of  a  commodity  at  the  respective  termini 
of  the  transportation  route.  If  the  value  of  that 
commodity  would  not  be  enhanced  by  its  change  of 
position,  no  rate  could  induce  its  shipment;  and  if 
its  value  has  been  enhanced  by  its  transmission,  then 
a  reasonable  share  of  the  resulting  profit  is  fairly  due 
to  the  agency  by  which  that  transmission  has  been 
effected. 

As  the  individual  shipper  is  not  concerned  in  the 
disposition  made  by  the  transportation  agency  of 
its  share  of  the  joint  profit  from  a  reasonable  rate, 
neither  have  the  shippers  in  the  aggregate  any  right 
to  question  the  total  amount  of  the  profit  so  earned. 
When  the  amount  thus  accruing  to  any  particular 
agency  swells  to  such  an  extent  as  to  imperil  the  gen- 
eral welfare,  it  may  be  reduced  to  less  objectionable 
proportions  by  the  return  of  a  part  of  it  to  the  treas- 
ury of  the  state  by  whose  legislation  the  franchise 
has  been  created  that  has  made  such  an  accumulation 

1  See  "Restrictive  Railway  Legislation,"  p.  168,  and  "Railway  Cor- 
poration as  Public  Servants,"  p.  88. 
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of  profits  possible,  or  to  the  treasury  of  the  federal 
government  by  the  exercise  of  the  constitutional 
powers  of  Congress  over  interstate  commerce.  This 
view  of  a  reasonable  rate  disposes,  in  that  connection, 
of  the  inquisition  into  expenditures  for  betterments 
and  of  the  adjustment  of  rates  to  prevent  excessive 
dividends  on  railroad  investments. 

In  the  recent  hearing  before  the  Interstate  Com- 
merce Commission  on  the  proposed  advance  in  rates 
east  of  Chicago  and  Saint  Louis,  the  railroad  managers 
defended  it  on  the  ground  that  it  was  necessary  to 
provide  additional  revenue  to  meet  the  increase  in 
the  expenses  incurred  in  railroad  operation;  and  the 
direct  issue  was  not  so  much  the  reasonableness  of 
the  proposed  advance  as  the  manner  in  which  it  was 
to  be  accomplished.  The  protest  came  from  the 
shippers  of  articles  included  in  the  class  rates,  who 
raised  two  objections  to  the  way  in  which  the  rates  had 
been  advanced.  First,  most  of  the  articles  shipped 
under  the  commodity  tariffs  had  been  exempted  from 
any  advance ;  and  next,  the  advance  as  applied  to  the 
class  rates  had  been  made  arbitrarily  and  perfuncto- 
rily, without  due  consideration  of  the  relation  which 
should  have  been  observed  between  the  amounts  of 
the  class  rates  respectively.  With  the  issues  as  thus 
presented,  it  was  unnecessary  to  discuss  the  cost  of 
railroad  service  generally;  although  some  stress  had 
been  laid  on  the  fact  that  no  part  of  the  additional 
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burden  upon  commerce  had  been  placed  upon  the 
passenger  traffic.  Nor  was  it  necessary  to  consider 
the  relation  of  the  cost  of  service  to  the  length  of 
haul,  as  the  question  of  rates  for  distance  was  not 
directly  involved  in  what  was,  in  fact,  rather  a  matter 
of  classification. 

The  attorneys  for  the  protestants  did  not,  however, 
limit  their  arguments  to  this  view  of  their  case.  They 
challenged  the  very  proposition  on  which  the  railroad 
managers  had  based  the  advance  in  rates.  They 
questioned  the  assertion  that  the  enhanced  cost  of 
supplies  and  the  recent  increase  in  wages  justified 
such  an  advance.  They  insisted  that  the  alleged 
decrease  in  net  earnings  of  the  railroad  companies 
was  only  apparent  and  was  the  result  of  deceptive 
bookkeeping;  that  in  the  expense  accounts  there 
were  concealed  large  amounts  which  had  been  ex- 
pended on  betterments ;  that  the  cost  of  these  better- 
ments were  afterward  capitalized  and  dividends  paid 
thereon ;  and  that,  in  fact,  a  large  part  of  the  existing 
capitalization  of  our  railroad  system  had  thus  been 
created  at  the  expense  of  shippers  and  travelers,  and 
dividends  paid  thereon  to  stockholders  who  had  never 
contributed  a  dollar  toward  the  cost  of  the  property 
which  that  capitalization  represented.  Although  these 
arguments  were  not  germane  to  their  particular  case, 
nor  in  fact  have  any  bearing  upon  the  reasonableness 
of  any  specific  rate,  they  were  made  so  prominent 
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in  this  connection  that  they  should  not  be  passed  by 
without  some  discussion  of  their  value  as  affecting  the 
reasonableness  of  the  proposed  advance  in  general. 

There  is  no  question  that  there  has  been  a  consider- 
able decrease  in  the  average  rate  per  ton-mile  of  the 
entire  national  railroad  system  in  the  past  twenty 
years.  Under  the  influences  of  unrestricted  compe- 
tition, it  decreased  from  0.941  cents  in  1890  to  0.724 
in  1899.  The  restriction  of  competition,  due  first 
to  combination  among  the  railroad  managements  and 
afterward  to  the  increasing  control  of  the  rate-making 
power  by  the  Interstate  Commerce  Commission, 
brought  about  a  gradual  increase  in  the  average  rate 
to  0.780  in  1904,  but  since  then  with  intervening 
fluctuations  it  has  declined  to  0.763  in  1909.  The 
total  operating  cost  amounted  to  65.8  per  cent  of  the 
total'  operating  revenue  in  1890,  to  67.8  in  1908,  and 
to  66.7  in  1909;  so  that  unquestionably  the  total 
cost  of  operation  has  increased  faster  than  the  total 
operating  revenue,  while  the  total  rates  per  passenger- 
mile  and  per  ton-mile  have  sensibly  diminished. 

In  the  lack  of  a  satisfactory  standard  of  the  specific 
cost  of  service,  there  is  perhaps  none  more  acceptable 
than  to  proportion  that  cost,  in  gross,  according  to 
the  amount  of  operating  revenue  from  its  several 
sources.  The  freight  service,  which,  on  this  basis, 
consumed  65.8  per  cent  of  the  total  revenue  from 
freight  traffic  in  1890,  absorbed  66.0  in  1906,  67.5 
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in  1907,  67.8  in  1908,  and  66.7  in  1909.  On  this  basis 
therefore  the  freight  service  did,  in  three  of  these 
years,  absorb  a  continually  increasing  proportion 
of  the  total  cost  of  operation,  though  there  was  a 
marked  decrease  in  1909.  Based  on  the  annual  ton- 
mileage,  this  cost  decreased  from  0.6 1 8  cents  in  1890 
to  0.478  in  1900,  increased  to  0.535  m  I9O4?  decreased 
to  0.502  in  1906,  increased  to  0.528  in  1908,  and  de- 
creased again  to  0.512  in  1909.  If  the  margin  between 
the  average  rate  and  the  cost  per  ton-mile,  on  this 
basis,  is  to  be  accepted  as  an  index  of  the  actual  profit 
per  ton-mile,  then  that  profit  decreased  from  0.323 
cents  in  1890  to  0.251  in  1909,  which  is  a  decrease 
of  22  per  cent. 

In  this  period  of  twenty  years,  in  the  face  of 
this  decreasing  margin  of  profit,  the  net  results 
had  been  kept  satisfactory  by  an  annual  increase  in 
the  density  of  traffic  per  mile  of  line.  This  increase 
never  failed  from  year  to  year,  save  in  1894,  until 
it  had  swelled  in  volume  from  448,069  ton-miles  per 
mile  of  line  in  1889  to  1,052,119  in  1907.  It  was  this 
unfailing  increase  that  sustained  the  net  earnings 
of  our  national  system,  despite  the  narrowing  margin 
of  profit  per  ton-mile ;  and  when  that  tonnage  fell 
off  in  1909  to  923,729  ton-miles,  a  decrease  of  nearly 
14  per  cent  in  volume,  the  railroad  managers  had 
serious  cause  for  apprehension  in  forecasting  their 
financial  policy. 
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That  apprehension  was  most  acute  in  the  states 
north  of  the  Ohio  and  Potomac  rivers  and  east  of  the 
Mississippi,  the  region  of  the  " Official  Classification." 
In  that  region  there  originates  over  one  half  of  the 
tonnage  of  the  entire  national  system,  and  therefore 
the  largest  proportion  of  that  tonnage  would  be 
affected  by  any  modification  of  the  tariffs  under  the 
Official  Classification.  The  proposed  advance  in 
rates  was  to  be  applied  mainly  to  classified  articles; 
that  is,  in  a  general  way,  on  manufactures,  merchan- 
dise, and  miscellaneous  traffic,  which  constituted  in 
1907  over  29  per  cent  of  the  tonnage  that  originated 
in  that  region,  and  which,  in  1909,  had  shrunk  in  vol- 
ume by  38,392,000  tons.  The  attorneys  for  the 
shippers  asserted  that  only  about  one  eighth  of  the 
total  tonnage  was  affected  by  the  advance,  and  that 
this  eighth  furnished  nearly  22  per  cent  of  the  total 
freight  revenue  in  that  region. 

Leaving  out  of  consideration  the  fact  that  the  pas- 
senger tariffs  were  not  increased,  with  the  exception 
of  the  local  rates  in  a  part  of  the  New  England  States 
and  in  the  vicinity  of  New  York  City,  the  action  of 
the  railroad  managements,  in  limiting  the  advance 
to  only  one  eighth  of  their  tonnage,  was  open  to  ques- 
tion. The  great  bulk  of  their  traffic  was  transported 
at  specific  commodity  rates  and,  of  this  remaining 
tonnage,  83  per  cent  was  in  mineral  products.  One 
reason  which  was  offered  in  defense  of  this  discrimina- 

2F 
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tion  was  that  the  cessation  in  the  practice  of  rebat- 
ing had  virtually  effected  a  considerable  advance  in 
the  commodity  rates,  in  which  the  classified  articles 
had  not  sensibly  participated.  This  naive  confession 
was  not  substantiated  by  the  documentary  evidence 
which  would  have  justified  its  recognition ;  but  there 
is  another  reason  that  is  of  far  greater  moment  to  the 
public  welfare. 

Commodity  rates  serve  to  lighten  the  burden  upon 
certain  commodities  of  prime  consumption  as  varying 
circumstances  may  warrant,  without  a  concurrent 
dislocation  of  the  classified  tariffs.  They  bear  prin- 
cipally upon  articles  for  which  the  greater  part  of 
the  earnings  of  the  masses  of  our  people  is  expended, 
and  any  increase  in  commodity  rates  is  therefore 
of  far  more  consequence  to  the  body  of  ultimate  con- 
sumers, as  affecting  the  prices  of  the  necessaries  of 
life.  If  it  be  a  wise  policy  for  customs  tariffs  to  bear 
heavier  upon  luxuries  than  upon  necessaries,  then  the 
course  pursued  by  the  railroad  managements  is  justi- 
fied. Another  reason  advanced  in  support  of  the 
exemption  of  commodity  rates  was  that  most  of  the 
higher  class  freight  moves  in  less  than  carload  quan- 
tities ;  that  the  earnings  from  traffic  of  this  character 
between  New  York  and  Chicago  averaged  5.3  tons 
per  car  and  brought  on  an  average  about  $50  per  trip, 
while  commodity  shipments  like  sugar  and  coffee 
averaged  $100  per  carload. 
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In  support  of  the  charge  of  unjust  discrimination 
against  shipments  of  classified  articles,  it  was  further 
alleged  that  the  advance  in  classified  rates  had  been 
applied  disproportionately  between  the  several  classes ; 
that  75  per  cent  of  the  total  revenue  from  the  increase 
in  rates  would  come  from  shipments  under  the  first, 
second,  and  third  class  rates,  and  that  44  per  cent  of 
it  would  be  paid  only  by  shippers  of  first-class  freight. 
An  analysis  of  the  traffic  over  one  of  the  lines  resulted 
in  the  statement  that  the  advance  in  the  rates  affected 
13  per  cent  of  the  total  tonnage  and  25  per  cent  of 
the  revenue  from  that  tonnage.  Of  the  tonnage  so 
affected,  12  per  cent  was  first  class,  14  per  cent  second 
and  third  class,  41  per  cent  fourth  to  sixth  class,  and 
33  per  cent  took  commodity  rates.  The  first-class 
tonnage  so  affected  constituted  7  per  cent  of  the 
total  tonnage,  the  second  and  third  class,  5  per  cent, 
fourth  to  sixth  class,  7  per  cent,  and  the  commodities 
affected,  6  per  cent.  The  percentage  of  increase 
in  revenue  from  the  classes  as  respectively  affected 
by  the  increased  rates  was  about  20  per  cent  on  the 
higher  classes,  16  per  cent  on  the  fourth  class,  and 
12  per  cent  on  the  lower  classes,  while  the  percentage 
of  the  total  revenue  thereby  affected  was  about  16 
per  cent. 

The  difference  in  the  conclusions  reached  by  the 
representatives  of  the  shippers  and  of  the  railroad 
companies  shows  that  they  were  founded  upon  dif- 
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ferent  statements  of  fact.  They  are,  however,  not 
altogether  irreconcilable;  for  the  character  of  the 
"tonnage  on  two  railroads  may  vary  greatly  with  the 
nature  of  the  traffic  in  which  they  are  respectively 
engaged.  In  some  cases  it  is  largely  products  of  the 
mines,  in  others  of  the  forests,  and  in  others  of  agri- 
culture; and,  as  we  have  seen  in  discussing  traffic 
statistics  the  higher  classes  of  freight,  which  mainly 
include  manufactured  goods,  merchandise,  and  mis- 
cellaneous articles,  constitute  less  than  one  fourth 
of  the  tonnage  of  our  entire  railroad  system. 

The  wide  variation  in  the  relative  proportions  of 
the  different  classes  of  freight  to  the  total  volume 
of  traffic  of  different  railroad  companies  has  a  direct 
bearing  upon  the  proposition  that  the  reasonable 
rate  should  be  based  upon  the  cost  of  the  service.  In- 
crease in  the  wages  scale  has  been  a  prominent  factor 
in  the  demand  for  an  advance  in  rates ;  yet  the  rela- 
tion of  this  advance,  in  total  amount,  to  the  total 
increase  in  the  cost  of  service  from  that  cause  varies 
widely  in  the  estimates  made  by  nineteen  companies 
that  were  to  be  benefited  by  it.  These  estimates 
totaled  the  yearly  increase  in  wages  at  $22,843,000, 
and  the  increased  revenue  from  the  advance  in  rates 
at  $21,527,000;  so  that  the  totals  approximately 
balanced  each  other.  Yet  the  separate  estimates 
were  far  from  doing  so.  Some  examples  of  this  dif- 
ference were  as  follows :  — 
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INCREASE  INCREASE 

IN  WAGES  IN  RATES 

$7,000,000  $3,000,000 

1,480,000  1,954,000 

1,069,000  1,797,000 

910,000  1,244,000 

372,000  84,000 

288,000  699,000 

186,000  14,000 

160,000  228,000 

153,000  71,000 

With  such  disparities  as  these,  how  is  it  practicable 
to  base  a  reasonable  rate  upon  the  cost  of  service  as 
applied  to  different  classes  of  freight  ?  If  such  a  prin- 
ciple were  put  in  effect,  the  rates  on  the  same  classes  of 
freight  would  vary  so  greatly  on  different  lines  as  to 
throw  the  general  tariffs  into  confusion  and  would 
result  in  discriminations  between  certain  industries 
to  which  the  communities  thereby  affected  would 
not  submit. 

Each  line  of  impartial  reasoning,  based  upon  an 
adequate  knowledge  of  facts  as  applied  to  actual 
conditions,  leads  to  the  conclusion  that  the  reasonable 
rate,  in  any  particular  case,  is  based  on  the  value 
of  the  service  thus  rendered.  Investigations  to  deter- 
mine the  reasonable  rate  should  therefore  be  directed 
to  ascertain  the  actual  value  of  the  service  as  it  affects 
the  price  of  a  specified  article  at  the  point  of  origin  and 
at  its  destination.  The  difference  in  value  at  the 
two  points  would  include  the  profit  that  is  to  be 
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divided  equitably  between  the  parties  to  the  trans- 
action. In  most  cases,  as  in  that  which  has  just 
been  discussed,  reasonableness  is  confounded  with 
discrimination,  which  is  quite  another  matter.  The 
shipper  fears  that  an  advance  in  the  rates  may  result 
to  his  disadvantage  in  competition  with  his  rivals. 
He  is  not  interested  in  an  advance  which  he  can  pass 
on  to  his  customers,  but  in  one  which  affects  him 
so  directly  that  he  must  curtail  his  profit  in  order  to 
retain  his  trade. 

The  proposition  recently  advanced  by  the  railroad 
companies  was  not  a  matter  of  ordinary  rate  mending, 
of  modifying  certain  rates  to  meet  the  varying  con- 
ditions of  commerce,  but  of  a  fundamental  change 
in  the  whole  structure  of  the  existing  tariffs  to  meet 
an  economic  exigency  in  the  advancing  cost  of  serv- 
ice and  in  the  requirements  for  improved  facilities 
in  performing  that  service  with  satisfaction  to  the 
public.  A  general  advance  in  rates  affects  the  gen- 
eral welfare,  and  in  dealing  with  propositions  of  this 
kind,  individual  interests  should  no  more  be  regarded 
than  in  the  construction  of  a  customs  tariff. 

The  interest  which  should  be  primarily  considered 
is  that  of  the  ultimate  consumer,  and  here  arises  the 
question,  "Who  pays  the  freight  ?"  The  payment  of 
freight  charges  may  enter  into  the  price  of  a  com- 
modity at  any  stage  of  its  production  from  raw  mate- 
rial, through  successive  processes  of  manufacture  and 
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distribution,  until  it  reaches  the  consumer.  The  con- 
sumer therefore  pays  the  total  freight  charges  upon 
any  commodity  which  he  purchases,  except  when  some 
part  of  that  total  has  been  absorbed  by  one  of  several 
competitors  to  insure  a  sale.  Where  there  is  a  monop- 
oly, then  any  advance  in  freight  rates  must  be  paid 
by  the  consumer ;  as  also  since  the  cessation  of  com- 
petition under  government  regulation  of  trade  and 
particularly  with  the  transfer  of  the  rate-making 
power  to  the  Interstate  Commerce  Commission. 

Any  advance  in  freight  rates  falls  upon  the  con- 
sumer in  a  ratio  which  increases  with  the  number  of 
changes  that  take  place  in  the  ownership  of  any  com- 
modity after  the  advance  in  rates  has  been  made. 
Several  examples  of  such  augmentation  of  prices  were 
cited  in  the  hearing  on  this  subject  before  the  Inter- 
state Commerce  Commission.  Mr.  Brown,  Presi- 
dent of  the  New  York  Central  Lines,  illustrated  the 
actual  enhancement  in  prices  on  certain  articles 
that  would  result  from  the  proposed  advance.  For 
instance,  on  men's  stiff  hats  with  a  wholesale  price 
of  88  cents  and  a  retail  price  of  $2,  the  rate  was  in- 
creased I&I$-Q  mills  per  hat;  on  calico  dress  goods, 
selling  at  wholesale  for  5  cents  per  yard  and  at  retail 
for  7  cents,  the  increase  was  -£-$  of  a  mill  per  yard  and 
-£-$  of  a  cent  on  a  dress  pattern  of  ten  yards.  On  men's 
split  brogans,  the  wholesale  price  was  $1.25  a  pair  and 
the  retail  price  was  $1.75  per  pair.  The  proposed 


440      PROBLEMS  IN  RAILWAY  REGULATION 

increase  on  the  present  rate  of  2yg-  cents  per  pair  from 
New  York  to  Chicago  would  be  half  a  cent  per  pair. 

The  chairman  of  the  Commission  at  the  hearing 
asked  how  this  small  increase  in  rates  would  affect 
the  retail  price.  A  representative  of  the  Chicago 
Chamber  of  Commerce  replied  that  a  manufacturer 
of  100,060  cases  of  shoes  annually,  in  a  New  England 
state,  would  probably  meet  an  increase  of  15  per  cent 
in  the  freight  rate  (say  of  four  mills  in  a  rate  of  2T% 
cents  per  pair),  by  an  increase  of  10  cents  a  pair  at 
wholesale.  A  jobber  in  shoes  in  Saint  Louis  declared 
that  cheaper  goods  always  bore  a  heavier  share  of  the 
freight  charges  than  more  expensive  styles ;  that  shoes 
manufactured  in  New  England  at  $1.05  per  pair, 
which  were  sold  at  $1.15  by  the  jobber  and  at  $1.50 
by  the  retailer,  were  advanced  32  cents  a  pair  by  the 
manufacturer,  13  cents  more  by  the  jobber,  and  5 
cents  by  the  retailer.  "  So  that  in  the  end,"  he  said, 
"the  poor  devil  who  finally  bought  the  shoes  paid 
$2  for  them,  and  so  carried  all  the  burden  of  the  in- 
crease." This  evidence  seems  to  substantiate  the 
assertion  that  the  ultimate  consumer  "pays  the 
freight"  and,  as  a  corollary,  that  his  voice  should  also 
be  heard  in  a  hearing  on  an  advance  in  rates. 

A  novel  proposition  was  presented  by  the  attorney 
for  the  Shippers'  Associations  of  New  England.  He 
suggested  that  the  railroad  companies  might  recoup 
themselves  for  the  loss  in  net  income  from  the  increased 
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wages  scale  by  a  more  intelligent  conduct  of  the  serv- 
ice and  particularly  by  securing  higher  efficiency 
from  those  employees  whose  pay  had  been  raised.  He 
estimated  that  by  this  means  the  cost  of  service  could 
be  reduced  for  the  entire  railroad  system  by  cer- 
tainly $1,000,000  per  day.  Assuming  this  estimate 
to  be  well  founded,  or  say  $300,000,000  per  annum, 
it  is  1 8  per  cent  of  the  present  operating  cost.  In  a 
rough  way,  the  operating  expenses  of  the  roads  work- 
ing under  the  Official  Classification  average  $1.50 
per  revenue  train-mile,  or  say  on  480,000,000  train- 
miles  per  annum,  amounting  to  $720,000,000.  This 
is  43  per  cent  of  the  operating  cost  of  the  entire  system 
of  the  country  and,  on  this  basis,  the  estimated  saving 
to  the  railroad  companies  working  under  the  Official 
Classification  would  amount  to  about  $130,000,000, 
or  nearly  5  per  cent  on  their  total  capital  stock  of 
$2,800,000,000,  and  six  times  more  than  their  own 
estimate  of  $22,000,000  as  the  amount  of  the  increased 
payment  of  wages  to  their  employees. 

Admitting  the  possibility  of  such  a  reduction  in  the 
cost  of  service  from  more  intelligent  management 
and  from  a  higher  rate  of  efficiency  on  the  part  of 
employees,  to  whom  should  the  resulting  benefit 
accrue?  To  the  shippers,  who  have  contributed 
nothing  toward  it?  Yes,  to  the  extent  that  there 
would  then  be  no  just  foundation  for  the  proposed 
advance  in  rates.  To  the  railroad  managers  and 
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employees  by  whose  intelligence  and  industry  this 
result  had  been  brought  about  ?  To  the  stockholders, 
whose  capital  had  been  utilized  for  the  same  purpose  ? 
Yes,  to  each  in  accordance  with  his  contribution  toward 
it ;  and  this  is  a  plea  for  higher  wages  and  dividends. 
But  what  of  the  ultimate  consumer?  Has  he  con- 
tributed anything  toward  this  fund  which  would 
entitle  him  to  share  in  its  distribution  ?  Yes,  if  it 
be  he  who  at  last  "pays  the  freight." 

This  ideal  standard  of '  management  will  not  have 
been  obtained  without  the  cooperation  of  the  brother- 
hoods of  railroad  employees,  and  arguments  in  sup- 
port of  it  may  better  be  addressed  to  them  than  to 
the  Interstate  Commerce  Commission.  For,  as  it  has 
been  through  pressure  from  them  that  the  wages  scale 
was  raised,  so  it  is  through  the  same  avenue  that  any 
approach  must  be  made  toward  economies  that  are 
to  be  derived  from  the  more  efficient  application  of 
their  labor.  This  matter  therefore  belongs  to  the  class 
of  problems  in  the  regulation  of  the  relations  of  rail- 
way capital  and  labor  that  will  be  discussed  in  the 
following  chapter. 

There  is,  however,  another  field  in  which  additional 
net  revenue  might  be  gleaned  without  additional 
burden  either  to  shippers,  managers,  employees,  stock- 
holders, or  the  ultimate  consumers,  in  the  utilization 
of  empty  freight  car  mileage.  The  empty  freight 
car  mileage  in  1909  amounted  to  31  per  cent  of  the 
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total  mileage,  or  5,580,000,000  car-miles;  that  is  to 
say,  about  one  third  of  the  total  amount  of  freight 
car  service  was  absolutely  unproductive  except  so 
far  as  it  resulted  in  returning  cars  to  their  owners 
or  to  the  places  where  they  were  wanted  for  loading. 

Here  is  a  problem  in  management  whose  solution 
calls  for  no  advance  in  rates,  for  no  additional  expendi- 
ture of  capital,  for  no  greater  exertion  on  the  part 
of  employees.  All  that  is  required  for  its  solution 
is  to  create  a  traffic  in  the  contrary  direction  to  the 
tides  of  commerce  in  some  commodity  whose  differ- 
ence in  value  at  the  point  of  origin  and  at  the  pro- 
spective destination  of  the  cars  is  not  sufficient  to  pay 
the  standard  rates.  Under  such  conditions,  any  rate 
that  will  secure  a  carload  of  any  commodity  above 
the  cost  of  handling  it  at  the  terminals  and  the  insur- 
ance risk  will  result  in  a  clear  profit.  What  a  stimulus 
this  would  be  to  production  !  What  a  benefit  to  the 
ultimate  consumer  !  And  what  a  field  for  the  exer- 
cise of  intelligent  management ! 

There  is  what  may  be  respectfully  termed  an  aca- 
demic campaign  for  an  ideal  equalization  of  our 
freight  tariffs  as  a  whole:  between  higher  and  lower 
class  rates,  between  class  and  commodity  rates, 
between  all-rail,  lake-and-rail,  and  ocean-and-rail 
rates,  between  through  and  local  rates.  And  further- 
more, in  the  regulation  of  rates,  the  proposition  is 
no  longer  made  prominent  that  they  shall  be  reason- 


444      PROBLEMS  IN  RAILWAY  REGULATION 

able  and  just ;  that  is,  that  the  value  of  the  service 
shall  be  reasonably  balanced  between  the  compen- 
sation to  the  railroad  company  and  the  profit  remain- 
ing to  the  shipper ;  nor  that  the  rates  shall  be  just 
in  the  sense  that,  as  a  toll,  the  incidence  shall  fall 
equitably  upon  the  person  who  can  and  upon  the  one 
who  cannot  avail  himself  of  another  route  to  market. 
The  prevailing  conception  seems  to  be  that  rates  shall 
be  so  adjusted  that  the  total  revenue  from  the  traffic 
shall  not  result  in  excessive  profit  upon  the  capital 
invested  in  the  plant ;  that  the  excess  shall  be  utilized 
to  diminish  the  burden  upon  other  classes  of  property 
or  as  a  wages  fund  to  be  administered  by  the  trades- 
unions. 

With  the  information  now  attainable,  if  we  were 
called  on  to  apply  that  information  to  rates  on  certain 
commodities,  such  rates  might  perhaps  conform  more 
closely  to  the  relative  cost  of  the  service  rendered  in 
those  particular  cases ;  but  to  apply  such  a  standard 
to  the  modification  of  our  present  system  of  freight 
tariffs  is  impracticable.  Such  an  attempt  is  com- 
parable to  the  application  of  the  canons  of  classical 
architecture  to  the  reparation  of  some  extensive  group 
of  buildings  that  rests  upon  a  foundation  buried  in 
the  debris  of  centuries  of  demolition  and  reconstruc- 
tion, with  a  tower  added  here  for  defense  and  a  wing 
there  to  provide  for  the  increasing  wants  of  its  inhab- 
itants. Any  change  in  our  present  system  of  rates 
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must  necessarily  be  empirical  and  should  recognize 
the  propositions  already  discussed  in  this  chapter; 
that  the  cost  of  the  service,  in  a  general  way,  fixes 
the  minimum  rate;  that  the  value  of  the  service  to 
whom  it  is  rendered  in  the  same  general  way  fixes 
the  maximum  rate;  that  between  these  limits  the 
reasonable  rate  will  normally  fluctuate  with  the  pres- 
sure of  competition;  that  where  this  competition  is 
regulated  by  external  authority,  combination  will 
ensue,  and  with  it  a  corresponding  fixity  of  rates, 
regardless  of  theoretical  considerations. 

Since  the  above  chapter  was  written,  the  Inter- 
state Commerce  Commission  has  published  its  deci- 
sions disapproving  of  the  advances  in  rates  that  had 
been  proposed  by  the  railroad  managements  and 
which  had  been  suspended  in  consequence  of  the 
injunction  obtained  by  the  President  in  June,  1910. 
The  substance  of  the  opinions  in  which  the  Commis- 
sion expressed  its  disapproval  have  been  appended  to 
Chapter  VI,  in  so  far  as  it  was  germane  to  the  pur- 
pose of  this  work.  Further  reference  is  made  to 
them  here  only  as  to  the  features  of  rate  making  that 
have  been  discussed  in  connection  with  the  arguments 
and  evidence  to  which  the  opinions  were  related  by 
their  authors. 

As  has  already  been  stated,  the  proposed  advances 
were  made  principally  upon  the  commodity  rates 
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in  the  region  under  the  Western  Classification  and 
principally  upon  the  class  rates  in  the  region  under 
the  Official  Classification.  This  difference  in  the 
application  of  an  increase  in  rates  may  be  attributed 
to  the  manifest  tendency  in  railway  practice  to  adjust 
any  rate  to  what  the  traffic  will  bear;  and  if  objec- 
tion be  taken  to  this  aphorism,  the  rejoinder  may  well 
be,  "How  else  should  a  rate  be  adjusted?"  This 
principle  in  rate  adjustment  may  be  applied  to  each 
of  the  cases  here  under  review.  Assuming  that  the 
railroad  managements  were  justified  in  increasing 
their  rates,  what  character  of  traffic  could  best  bear 
the  additional  burden? 

The  managements  operating  under  the  Western 
Classification  assumed  that  the  articles  grouped  under 
the  commodity  rates  could  best  bear  it  and  adjusted 
it  accordingly.  Under  the  amended  law,  the  onus 
had  been  placed  upon  them  to  justify  their  action, 
and  what  did  they  present  as  a  justification?  The 
only  detailed  attempt  at  justification  of  the  advance 
in  commodity  rates  west  of  Chicago,  which  was  made 
public,  was  by  an  attorney  who  dealt  with  the  traffic 
from  the  two  Dakotas  over  the  lines  of  the  company 
that  he  represented.  He  estimated  that  the  advance 
in  rates  on  grain  and  grain  products  would  apply  to 
about  817,000  tons  and  would  aggregate  $245,176; 
which  is  about  30  cents  a  ton  or  say  3  cents  on  a 
barrel  of  flour.  The  total  advance  he  stated  at  about 
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$500,000,  which  he  justified  by  the  assertion  that  while 
railroad  rates  had  been  standing  still,  the  farmers  had 
been  earning  $8.50  more  per  acre;  and,  further,  that  the 
entire  advance,  as  a  charge  upon  farm  products, 
would  only  amount  to  an  increase  of  13  cents  per 
acre.  The  increase  in  the  rates  on  farm  products 
was  therefore  justified  by  the  assertion  that  the 
farmers  were  prosperous  and  could  stand  it. 

As  little  as  can  be  ascertained  from  the  Western 
managers'  standpoint  of  the  reasonableness  of  the 
proposed  advance  in  commodity  rates,  still  less  in- 
formation on  this  point  can  be  obtained  from  the 
Commission.  In  the  opinion,  covering  72  pages, 
this  aspect  of  the  subject  is  but  once  referred  to,  and 
as  follows:  " These  commodity  rates  already  pay 
their  due  share  of  the  value  of  the  service  rendered  by 
the  carriers.  Many  of  them  in  fact  are  now  twice  as 
high  for  the  haul  immediately  west  of  Chicago  as 
corresponding  rates  for  a  similar  haul  immediately 
east  of  Chicago." 

As  to  the  reasonableness  of  a  rate  in  itself,  this 
opinion  says,  "Once  the  theory  of  bargain  and  sale  of 
transportation  is  abandoned,  the  rate  becomes  a 
matter  for  ascertainment  by  some  other  method  than 
what  the  shipper  can  give  or  what  the  carrier  will 
take."  The  proposition  as  thus  stated  is  certainly 
one  which  is  of  present  interest  to  the  railroad  manager 
whose  course  in  rate  making  is  to  be  governed  by  this 
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decision.  Its  application  is  as  follows:  "The  rail- 
road has  a  service  to  sell.  The  shipper  wishes  to 
buy  this  service.  The  law  says  these  two  may  not 
haggle  as  to  price.  The  one  must  sell  at  a  fixed  price 
and  the  other  pay  that  price.  How,  then,  can  the 
value  of  the  service  to  the  shipper  in  the  accustomed 
sense  of  that  phrase  be  discovered  ?  Does  not  frank- 
ness require  the  answer  that  no  such  method  is  now 
possible  ?  The  individual  shipper  has  by  the  course 
of  law  been  transformed  into  the  general  public. 
The  carrier  has  by  like  process  been  transformed  into 
a  public  agency.  The  law  says  to  the  carrier  that  it 
may  as  to  all  men  make  its  charges  with  relation  to 
the  value  of  the  service  it  offers  to  all,  and  if  it  fixes 
this  value  upon  considerations  which  are  outside  its 
functions  as  a  public  agency,  —  if  it  seeks,  for  in- 
stance, to  make  itself  the  beneficiary  of  the  prosperity 
of  private  industry,  —  the  law  will  interpose  to  correct 
its  charges." 

Such  is  the  light  that  the  decision  of  the  Commission 
throws  upon  the  question  raised  in  this  chapter  as 
to  the  ascertainment  of  the  reasonable  specific  charge 
for  a  specific  service.  In  the  case  under  consideration 
in  this  decision,  this  particular  matter  was  not  further 
discussed;  however,  the  Commission  disapproved  of 
the  advance  in  rates  on  entirely  different  grounds. 
This  is  evident  from  the  following  quotation,  "While 
the  justification  given  by  no  one  is  precisely  that  given 
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by  all  others,  the  common  ground  for  their  common 
advances  may  be  epitomized  in  the  language  of  the 
leading  witness  for  the  carriers,  '  We  need  the 
money.' ' 

The  direction  given  to  the  hearing  was  therefore 
not  toward  the  reasonableness  of  the  advance  in 
commodity  rates  as  compared  with  class  rates,  but 
toward  the  reasonableness  of  any  advance  whatso- 
ever. The  burden  of  proof  as  to  this  matter  was  upon 
the  railroad  managements ;  and  it  must  be  admitted 
that  they  failed  to  substantiate  their  claim.  Under 
the  skillful  cross-examination  of  the  chairman  at 
the  hearing,  such  a  condition  of  prosperity  was  devel- 
oped among  the  needy  suitors  as  to  warrant  the  Com- 
mission in  giving  them  such  a  certificate  of  their 
solvency  and  prosperity  as  should  strengthen  their 
credit  in  the  money  markets  of  the  world. 

How  the  Commission  would  have  treated  the  pro- 
posed advance  if  the  poorer  companies  had  been  put 
forward  to  present  their  needs  is  in  doubt.  For  their 
voices,  so  far  as  they  murmured  at  all,  were  unheeded 
in  the  demands  of  their  more  fortunate  compeers, 
who  wanted  increased  revenue  from  their  traffic  in 
order  in  some  cases  to  provide  for  extensive  better- 
ments, in  others  to  construct  transcontinental  ex- 
tensions, in  others  to  accumulate  such  a  comfortable 
surplus  as  would  serve  to  sustain  their  credit  with 
the  banking  syndicates  to  whom  they  resorted  for 

2G 
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financial  assistance.  The  decision  here  reviewed 
does,  however,  contain  a  somewhat  contemptuous 
reference  to  the  corporations  which  are  there  termed 
" The  Poorer  Roads."  "It  is  almost  axiomatic 
that  rates  cannot  be  made  so  as  to  give  high  earn- 
ings to  a  poorly  placed,  indifferently  operated,  or 
isolated  road  without  making  the  rates  absolutely 
extortionate." 

When  we  revert  to  the  decision  of  the  Commission 
on  the  proposed  advance  in  rates  under  the  Eastern 
or  Official  Classification,  we  find  a  different  treat- 
ment in  the  matter  of  commodity  rates  versus  class 
rates.  Here  the  burden  is  placed  mainly  upon  class 
rates ;  and  the  contest  between  rate  makers  and 
shippers  was  more  closely  directed  to  the  relation 
of  the  advance  to  these  respective  tariffs,  and  even 
to  the  application  of  the  rate  of  increase  among  the 
classes  respectively.  The  testimony  on  each  side 
of  the  case  has  been  so  fully  discussed  already  in 
this  chapter  that  it  is  not  necessary  to  enlarge  here 
upon  its  character. 

Attention  may,  however,  be  drawn  to  the  fact  that 
the  very  arguments  used  by  the  Eastern  managers 
in  placing  the  burden  of  the  advance  upon  the  class 
rates  was  an  argument  against  the  manner  in  which 
the  advance  had  been  made  upon  the  Western  roads; 
unless  it  had  been  shown  that  the  effect  of  placing 
the  burden  upon  commodity  rates  was  different  under 
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the  one  classification  from  what  it  was  under  the 
other.  It  is  true  that  the  commodities  which  the 
rate  makers  in  the  two  regions  had  respectively  in 
mind  were  of  substantially  different  natures.  For  in 
the  Eastern  region,  the  products  of  the  mines  are  of 
paramount  importance  as  to  volume  of  traffic;  while, 
in  the  Mississippi  valley,  it  is  the  products  of  agri- 
culture and  of  animals  that  are  chiefly  considered. 
The  cessation  of  rebates,  which  in  the  East  was  looked 
upon  as  resulting  virtually  in  an  additional  burden 
on  shippers  of  commodities,  had  been  mentioned  by 
the  rate  makers  west  of  Chicago  as  being  principally 
effective  in  that  region  upon  shipments  of  high-class 
freight. 

Notwithstanding  the  stress  which  was  laid  by  both 
parties  to  the  hearing  upon  the  varying  ratio  of  the 
increase  to  the  several  classes  of  rates,  the  decision 
of  the  Commission  in  the  Eastern  case  makes  but  a 
brief  reference  to  this  aspect  of  it:  " These  class  rates 
have  been  continuously  in  effect  for  the  last  thirty 
years.  During  all  that  time  the  relation  between 
classes  and  the  relation  between  commodities  have 
been  substantially  the  same  as  to-day.  Less  com- 
plaint with  respect  to  the  adjustment  of  rates  has 
been  received  from  this  territory  than  from  any  other 
with  which  this  Commission  has  had  to  do.  During 
this  long  period  business  has  adjusted  itself  to  this 
scheme  of  rates,  and  we  are  not  disposed,  upon  the 
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mere  suggestion  that  some  better  scheme  might  have 
been  originally  devised,  to  subvert  the  conditions 
which  have  become  fixed." 

The  question  to  which  the  Commission,  in  this 
case,  directed  its  attention  was  as  follows:  "  Assuming 
that  the  rates  of  a  railroad  are  to  be  so  adjusted  as  to 
allow  a  fair  return  upon  the  value  of  its  property  de- 
voted to  the  public  service,  the  first  inquiry  should  be, 
What  amount  is  this  railroad  entitled  to  earn  ?  When 
that  amount  has  been  fixed,  there  arises  the  further  in- 
quiry, From  what  source  shall  this  revenue  be  de- 
rived ?  "  The  opinion  does  not  pursue  this  latter  very 
interesting  problem  to  a  definite  solution.  It:  is  confined 
principally  to  a  consideration  of  the  former,  "What 
amount  is  this  railroad  entitled  to  earn?"  and  the 
inquiry  is  directed  mainly  to  an  investigation  of  the 
financial  status  of  the  three  principal  trunk  lines 
from  the  Atlantic  seaboard  to  the  Mississippi  valley. 
The  question  is  asked,  "Are  these  defendants  jus- 
tified at  this  time  in  demanding  additional  revenues 
from  the  public  for  the  services  which  they  are 
rendering?"  The  conclusion  is  reached  that  they 
are  not. 

As  to  the  Baltimore  and  Ohio  Railroad  Company, 
the  non-cumulative  dividend  of  4  per  cent  on  its 
preferred  stock  has  been  paid  regularly  since  its 
reorganization  in  1899,  and  the  stock  has  sold  at 
about  $90  per  share.  The  common  stock  now  stands 
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at  about  $107.*  "Assuming  that  the  Baltimore  and 
Ohio  may  properly  earn  7  J  per  cent  upon  its  common 
stock  after  the  payment  of  fixed  charges  and  taxes, 
can  it  do  that  upon  the  rates  now  in  effect  ?  "  "Had, 
therefore,  the  increased  scale  of  wages  been  in  effect 
during  this  year"  (ending  June,  1910),  "the  Baltimore 
and  Ohio  might  have  paid  upon  its  common  stock  a 
dividend  of  6  per  cent,  carrying  to  surplus  $2,776,000, 
or  it  might  have  declared  a  dividend  of  5  per  cent  and 
carried  to  surplus  $4,296,000.  In  our  judgment,  these 
net  earnings  would  be  extremely  liberal  to  that  prop- 
erty considering  its  present  capital  account  and  its 
past  history."  As  to  the  Pennsylvania  Railroad 
Company,  this  opinion  is  expressed:  "In  view  of  the 
munificent  earnings  of  this  company  in  the  past,  and 
in  view  of  the  fact  that  its  earnings  upon  any  basis 
of  computation  must  still  continue  substantially 
above  its  dividend  and  interest  requirements,  is  there 
any  hardship  in  asking  that  these  rate  increases  be 
deferred  until  their  necessity  has  been  shown  ?  "  After 
this  indorsement  of  the  financial  status  of  these  two 
trunk  lines,  the  opinion  is  expressed  "  that  if  the  New 
York  Central  was  confined  to  the  income  from  opera- 
tion of  its  system  east  of  Buffalo  it  could  not  maintain 
the  payment  of  dividends  at  a  rate  of  even  5  per  cent."2 

1  April  9,  1911.  Preferred,  88J  ;  Common,  104.  The  dividend  on 
the  common  stock  has  ranged  in  ten  years  between  2  and  6  per  cent. 

2  In  March,  1911,  the  New  York  Central  dividend  was  reduced 
from  6  to  5  per  cent.  The  company's  management  stated  that  this 
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The  general  conclusion  is  summed  up  in  these  words, 
"  Looking  at  these  three  systems  as  a  whole,  it  is 
plain  that  they  have  not  sustained  the  burden  which 
the  statute  casts  upon  them  of  justifying  the  proposed 
advanced  rates,  in  so  far  as  that  justification  depends 
upon  the  necessity  for  greater  net  revenue."  "The 
Poorer  Roads"  received  as  little  consideration  in  the 
Eastern  as  in  the  Western  decision;  partly  because 
in  the  one  hearing,  as  in  the  other,  the  prosperous 
corporations  occupied  the  front  of  the  stage.  This 
much  was,  however,  vouchsafed  to  them,  "There 
may  be  particular  lines  with  respect  to  which  a  different 
conclusion  should  be  reached,  if  they  were  considered 
individually,  but  this  question  has  been  presented 
to  us  as  an  entirety." 

If  the  decisions  of  the  Commission  are  not  accept- 
able to  the  corporations  defendant,  they  may  take 
upon  themselves  some  of  the  responsibility  for  their 
defeat.  It  has  evidently  been  quite  a  shock  to  them 
that  they  were  not  granted  at  least  a  substantial 
proportion  of  the  advance  in  rates  which  they  had 
proposed.  Since  the  official  board  of  arbitration  had 
awarded  a  decided  increase  in  the  wages  scale  as 
demanded  by  the  brotherhoods,  they  apparently 
counted  too  confidently  on  this  fact  as  a  favorable 
indication  of  the  attitude  of  the  Commission  toward 

was  the  result  of  the  decision  of  the  Interstate  Commerce  Commis- 
sion in  the  rate  cases. 
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their  proposal.  Perhaps  it  was  for  this  reason  that 
they  resolved  upon  the  course  which  they  pursued 
at  the  hearings. 

While  the  Commission  apparently  had  in  mind 
some  notion  of  a  systematic  foundation  of  principles 
in  rate  making,  the  railroad  managers  seem  to  have 
had  none  at  all.  They  relied  upon  the  crude  and 
empiric  methods  for  increasing  their  gross  revenues 
from  traffic  that  were  current  in  that  now  distant 
period  when  the  will  of  each  traffic  official  was  a  law 
unto  himself,  except  as  his  decrees  were  tempered  by 
collision  with  his  rivals  or  by  the  demands  of  competi- 
tive traffic.  The  arguments  and  evidence  in  support 
of  the  advance  in  rates  were  not  directed  to  the  vital 
question,  whether  there  had  been  such  a  material  and 
substantial  change  in  the  conditions  and  circumstances 
under  which  railway  service  in  general  was  being  per- 
formed as  to  justify  a  considerable  advance  and,  if 
it  were  justifiable,  whether  the  advance  had  been 
reasonably  adjusted  in  its  incidence  upon  the  several 
classes  of  traffic. 

The  managements  took  their  stand  upon  their 
need  for  additional  revenue  to  meet  the  increased  cost 
of  wages  and  supplies,  upon  their  requirements  for 
betterments  and  new  construction,  for  satisfactory 
dividends,  and  for  an  imposing  surplus.  The  Com- 
mission met  them  on  the  ground  that  they  had  vol- 
untarily chosen  and,  on  that  ground,  overthrew  their 
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plea  on  their  own  evidence.  The  Commission  readily 
refuted  the  argument  as  to  the  increase  in  the  wages 
scale  by  showing  that  the  total  amount  paid  by  dif- 
ferent companies  bore  no  uniform  relation  whatever 
to  the  increase  in  their  gross  revenues  which  they 
expected  respectively  to  derive  from  the  advance  in 
rates.  The  Commission  also  seized  the  opportunity 
to  certify  to  the  greater  prosperity  of  the  entire  rail- 
road system  of  the  country  under  federal  regulation 
and  to  the  substantial  foundation  on  which  its  finan- 
cial credit  was  based ;  as  also  to  express  adherence 
to  the  new  gospel  of  efficiency  in  railway  operation, 
as  an  element  in  rate  making. 

From  the  decisions  in  these  cases,  the  attitude  of 
the  Commission  toward  railroad  corporations  may 
fairly  be  inferred,  as  also  some  indication  of  the  prin- 
ciples which  are  hereafter  to  be  the  foundation  of 
rate  making  by  federal  authority.  Two  facts  stand 
out  prominently  in  this  connection:  the  virtual  pet- 
rifaction of  railroad  tariffs  on  the  existing  rate  basis, 
and  the  proposition  that  hereafter  while  traffic  earn- 
ings may  be  permitted  to  contribute  to  the  payment 
for  improved  facilities,  the  cost  of  betterments  so 
provided  is  not  to  be  capitalized  for  further  profit.  In 
general,  the  impression  is  made  that  the  freight  tariffs 
of  the  country  will  remain  as  they  are,  except  as  to  a 
uniform  classification ;  that  any  material  modification 
of  them  will  be  in  a  reduction  of  specific  rates  to 
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meet  some  urgent  demand;  that  the  reasonableness 
of  rates  will  be  ascertained  by  the  effect  of  the  system 
of  transportation  as  a  whole  upon  the  net  revenues  of 
the  more  prosperous  corporations  in  relation  to  some 
acceptable  valuation  of  their  property.  In  their 
opposition  to  traffic  associations,  the  middlemen  in 
the  work  of  distribution  have  strangled  the  competi- 
tion which  was  to  have  been  strengthened  by  federal 
legislation,  and  the  issue  is  no  longer  between  them 
and  the  traffic  officials  as  to  just  and  reasonable  rates. 
The  issue  is  now  between  the  railroad  managements 
and  the  Commission  as  to  just  and  reasonable  profits. 
What  is  to  be  the  position  of  the  managements  under 
this  policy  of  the  Commission  ?  A  diminishing  margin 
between  the  cost  of  service  and  the  charge  for  its 
performance,  per  transportation  unit,  may  be  viewed 
by  them  with  equanimity  while  the  total  net  profit, 
per  mile-of-line  investment,  is  made  good  by  a  suffi- 
cient increase  in  the  volume  of  traffic.  But  when 
that  volume  of  traffic  shrinks  in  the  face  of  an  increas- 
ing investment  per  mile  of  line,  then  the  railroad 
manager  is  confronted  with  the  necessity  for  reducing 
the  cost  per  transportation  unit,  if  he  is  to  maintain 
the  dividend  rate  for  which  he  is  responsible  to  his 
stockholders.  It  is  no  longer  in  his  power  to  advance 
the  charge  for  the  service  rendered.  He  neither  con- 
trols the  wages  scale  nor  the  prices  of  materials  and 
supplies.  These  are  determined,  the  one  by  the 
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brotherhoods  or  by  the  federal  board  of  arbitration 
and  the  other  by  the  great  industrial  trusts.  Truly 
the  decisions  of  the  Interstate  Commerce  Commission 
in  these  two  cases  mark  a  decisive  epoch  in  the  regu- 
lation of  railroad  operations  by  federal  authority. 


CHAPTER  XIV 

PROBLEMS   OF  CAPITAL  AND  LABOR 

WE  speak  of  problems  of  capital  and  labor  as  if 
their  relations  involved  the  reaction  of  impersonal 
forces  or  elements  instead  of  being  related,  as  they  are, 
to  the  interaction  of  groups  of  men  actuated  by  the 
same  emotions  and  desires.  Capital,  in  the  abstract, 
is  a  fund  from  which  the  means  are  provided  for  the 
accomplishment  of  any  industrial  undertaking.  That 
fund  is  composed  of  three  elements  of  equally  intrinsic 
value  for  such  a  purpose :  labor,  wealth,  and  brains. 
Lacking  either  of  these,  the  other  two  are  insufficient. 
Without  the  cooperation  of  wealth  and  labor,  the 
man  of  brains  must  remain  a  dreamer;  apart  from 
brains  and  labor,  wealth  is  inert;  deprived  of  the 
support  of  wealth  and  of  the  divine  fire  of  inventive 
genius,  the  strong  arm  of  labor  will  vainly  beat  the 
air. 

There  must  be  a  concentration  of  these  three  factors 
upon  any  desired  undertaking,  and  this  requires  a 
leader.  A  leader  is  identified  by  his  prescience  and 
courage :  prescience  to  discriminate  between  that 
which  is  extraordinary  and  that  which  is  impossible ; 
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courage  to  confront  and  to  surmount  difficulties.  The 
leader  is  not  a  capitalist  in  the  sense  of  an  investor, 
but  the  laborer  and  the  inventor  are.  Each  of  them 
is  as  truly  a  capitalist  as  is  the  possessor  of  accumu- 
lated wealth ;  and  the  issue  between  the  three  classes 
of  capitalists  is  as  to  the  fair  return  to  each  of  them 
from  their  respective  contributions  to  the  efficient 
realization  of  the  enterprise  in  hand. 

The  chronic  dissatisfaction  of  the  masses  who  labor 
for  daily  wages  would  not  be  so  general  were  there  not 
as  general  a  cause  for  it.  This  dissatisfaction  is  not 
confined  to  any  particular  trade  or  locality  in  our  own 
country;  it  is  exhibited  in  Canada,  in  Mexico,  and 
in  South  America,  and  it  pervades  every  European 
nation.  The  infection  is  widespread  because  the 
disease  is  deep-seated.  The  open  complaint  is  the 
increased  cost  of  living,  which  is  charged  in  this 
country  to  the  protective  tariff,  in  England  to  the 
lack  of  one ;  or  more  generally  to  the  great  and  rapid 
increase  in  the  production  of  gold,  the  international 
standard  of  prices.  A  deeper-seated  cause  is  the 
dissatisfaction  of  the  workingman  with  his  environ- 
ment. He  is  out  of  touch  with  it,  physically  and 
mentally.  The  spread  of  elementary  education,  the 
easy,  cheap,  and  speedy  means  of  communication  and 
for  the  transmission  of  news  and  the  diffusion  of  infor- 
mation, have  served  to  widen  the  field  of  observation 
and  to  stimulate  the  mental  activity  of  the  men  whose 
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capital  is  labor,  as  the  same  causes  have  likewise 
affected  the  men  whose  capital  is  wealth  or  brains. 

Inventive  genius  has  devised  automatic  machinery 
that  wealth  has  substituted  for  human  manipulation. 
This  has  led  to  a  specialization,  which,  in  many  of  the 
arts,  has  deprived  the  craftsman  of  diversity  in  the 
functions  that  he  performs,  and  has  made  of  him 
a  mere  operative.  He  does  some  one  thing  well, 
better  than  an  inexperienced  person  could  do  it ; 
but  he  can  do  only  that  one  thing.  For  that  reason, 
he  has  become  virtually  an  accessory  to  the  machine 
which  he  tends  and  is  dependent  upon  the  employer 
who  owns  that  machine,  not  only  for  employment, 
but  he  has  also  become  subservient  to  his  employer's 
views  as  to  the  conditions  of  that  employment.  The 
adaptation  of  machinery  to  the  production  of  commod- 
ities before  produced  by  handwork  has  persistently 
extended  until  there  are  but  few  occupations  of  that 
character  in  which  the  skill  of  the  artisan  is  exercised 
independently  of  some  operation  performed  by  ma- 
chinery. The  tendency  toward  specialization  of  a 
machine  for  each  mechanical  operation  produces  a 
monotony  in  its  performance,  by  the  hands,  of  work 
in  which  the  mind  is  involved  only  so  far  as  to  acquire 
a  manual  dexterity  that  in  time  becomes  almost  as 
unconsciously  automatic  as  the  machine  which  the 
operator  merely  controls  in  starting  and  stopping  it. 

With  this  gradual  introduction  of  automatic  ma- 
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chinery,  a  lower  grade  of  physical  and  mental  activity 
is  required  in  train  service.  Through  the  intervention 
of  telegraphic  communication  and  of  block  signals, 
the  movement  of  trains  has  ceased  to  be  intrusted 
to  the  judgment  of  conductors  under  their  interpre- 
tation of  train  rules.  They  are  merely  the  recipients 
of  train  orders,  the  immediate  directors  of  the  start- 
ing and  the  switching  of  trains,  or  the  collectors  of 
passenger  tickets.  The  introduction  of  automatic 
brakes  and  couplers  has  limited  the  duties,  as  well 
as  the  perils,  of  the  brakeman's  occupation  to  those 
of  a  guard  or  a  porter.  With  the  extension  of  elec- 
tricity as  a  motive  force,  the  stalwart  fireman  will  no 
longer  be  necessary  to  keep  a  full  head  of  steam.  As 
a  motorman,  the  engine  driver  is  but  an  accessory 
to  the  apparatus,  of  whose  functions  he  may  have  but 
a  limited  and  vague  comprehension.  He  may  in 
fact  become  virtually  a  starter  and  a  stopper  of  the 
motors  under  the  guidance  of  automatic  signals, 
and  in  time  these  signals  may  be  so  integrated  by  elec- 
tric currents  with  the  functional  features  of  the  motor 
as  to  enable  the  movements  to  be  controlled  from 
stations  external  to  the  trains. 

As  a  consequence  of  the  investment  of  brains  in 
automatic  machinery,  out  of  the  threefold  combina- 
tion of  wealth,  brains,  and  labor,  the  factor  of  wealth 
has  obtained  that  share  of  the  resulting  profit  which  it 
has  demanded,  unrestricted  by  any  other  considera- 
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tion  than  its  own  magnanimity.  Here  and  there, 
as  in  the  cases  of  Westinghouse  and  Edison,  inventive 
genius  has  obtained  adequate  recognition,  but,  in  the 
main,  the  men  of  wealth  have  been  drawing  dispro- 
portionately large  dividends  from  the  output  of  every 
enterprise  in  which  the  threefold  combination  has 
made  an  investment. 

Yet  wealth  by  itself  could  no  more  have  produced 
this  output  than  could  either  of  the  other  members 
in  the  partnership ;  nor  even  the  three  jointly  without 
leadership.  To  leadership  has  been  due  their 
concentration  for  a  definite  purpose,  and  the  leaders 
have  earned  their  brokerage.  For  a  long  time,  labor 
lacked  leadership.  With  leadership,  it  was  able  to 
make  its  claim  effective  to  a  fairer  division  of  the  joint 
earnings,  for  it  was  through  leadership  that  labor 
became  organized.  Through  leadership  and  organ- 
ization, labor  has  not  only  obtained  recognition  from 
its  wealthy  partner,  but  also  from  public  opinion,  and 
therefore  from  the  politician ;  and  from  politicians 
of  all  parties,  so  long  as  it  does  not  definitely  affiliate 
with  one  of  them  or  wear  its  partisan  badge. 

The  leader  of  organized  labor,  like  the  leader  in 
the  aggregation  of  wealth,  seeks  ever  to  increase  the 
means  at  his  command  to  strengthen  or  to  extend  the 
monopoly  that  he  controls.  They  both  endeavor 
to  render  unprofitable  the  capital,  whether  of  labor 
or  of  wealth,  that  is  employed  independently  of  them. 
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But  the  leaders  of  the  trades-unions  too  often  direct 
their  power  to  trivial  ends  or  to  frustrate  measures 
that  would  benefit  the  interests  which  they  represent. 
They  promote  the  subversion  of  discipline  which  leaves 
the  responsible  management  with  merely  a  semblance 
of  authority,  and  they  oppose  the  efforts  of  employers 
to  cooperate  with  their  employees  in  providing  against 
sickness  and  old  age.  In  their  antagonism  to  an 
organized  state  militia,  they  may  well  be  charged  with 
a  lack  of  patriotism.  This  is  not  the  attitude  which 
a  conscientious  and  intelligent  leader  of  labor  should 
assume.  The  brotherhoods  are  essential  to  the  fair 
treatment  of  labor  by  wealth,  but  their  leaders  should 
appreciate  the  fact  that  no  single  element  in  the  com- 
bination of  capital  in  this  country  can  unduly  profit 
at  the  expense  of  the  others  without  a  consequent 
reaction  upon  its  own  welfare.  It  was  not  Korah, 
but  Moses,  who  guided  the  chosen  people  to  the 
promised  land. 

For  the  recognition  that  labor  has  obtained  has  not 
been  due  solely  to  leadership  and  organization.  It 
rests  upon  a  deeper  foundation:  on  the  threefold 
partnership  of  which  it  is  a  member  and  which  is  neces- 
sarily the  mainspring  of  the  wonderful  advance  in 
material  progress  that  has  characterized  European 
civilization,  since  the  application  of  inorganic  forces 
directly  to  the  arts  through  the  intervention  of  auto- 
matic machinery.  Nor  should  that  partnership 
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seek  its  selfish  ends  alone,  any  more  than  any  one  of 
its  members  should.  It  must  also  recognize  the  claims 
of  those  on  whose  prosperity  it  relies  for  its  profits, 
on  the  ultimate  consumers  throughout  the  world, 
in  supplying  their  physical  needs  and  their  means  of 
communication.  This  great  body,  of  which  every 
human  being  is  a  member,  has  likewise  a  claim  to 
recognition  by  the  great  triumvirate  of  wealth,  brains, 
and  labor.  In  this  triumvirate  there  is  no  clear  line 
of  demarcation.  The  investments  of  all  the  multi- 
millionaires in  the  United  States  collectively  shrink 
into  insignificance  in  comparison  with  the  thousands 
of  millions  collaterally  invested  of  the  savings  of 
the  laboring  men  and  women  whose  daily  wages  are 
paid  from  the  profits  of  these  very  investments. 

Descending  from  generals  to  particulars,  the  imme- 
diate purpose  in  the  present  discussion  of  the  relations 
of  capital  and  labor  is  with  reference  to  the  part  which 
they  respectively  play  in  supplying  the  means  of 
communication  embodied  in  our  national  railway 
system,  and  to  the  regulation  of  those  relations  by 
an  authority  external  to  both.  In  this  discussion, 
as  in  the  consideration  of  problems  arising  under  other 
aspects  of  railroad  regulation  by  government,  we  find 
a  convenient  point  of  departure  in  the  conditions  and 
circumstances  under  which  that  railway  system  has 
developed ;  for  the  most  important  of  them  as  affect- 
ing the  relations  of  railway  companies  and  their  em- 
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ployees  have  been  associated  with  the  evolution  of 
that  system. 

Corporate  franchises  were  first  utilized  in  the  aggre- 
gation of  wealth  for  banking  purposes,  and  to  a  moder- 
ate extent  in  manufacturing  enterprises.  They  were 
applied  to  a  public  service  in  the  construction  of  canals 
for  tolls  while  the  railroad  was  yet  a  novel  accessory 
to  mining  industries.  While  the  railroads  were  still 
local  undertakings,  youths  from  the  surrounding 
country  were  eager  to  enter  the  service,  for  its  novelty 
and  excitement  as  well  as  for  the  prospect  of  good 
wages  and  permanent  employment.  Boys  became 
gray-haired  men  and  their  children  worked  with  them 
under  their  guidance.  Indeed,  in  some  of  the  New 
England  States,  the  management  was  almost  patri- 
archal. It  was  in  this  environment  that  the  early 
railroad  managers  rose  from  the  ranks  of  a  democratic 
people.  Accustomed  to  hard  work  and  therefore 
familiar  with  its  conditions,  of  sturdy  integrity  and 
with  a  fair  elementary  education,  the  same  class  of  men 
from  the  New  England  States  became  foremost  in  rail- 
road construction,  as  in  other  fields  of  material  prog- 
ress, throughout  the  country  even  to  the  Pacific  coast. 

In  the  period  of  rapid  railway  extension  immediately 
following  the  Civil  War,  it  was  difficult  to  find  men 
of  this  character  to  fill  official  positions,  for  the  supply 
was  exhausted  as  fast  as  it  was  developed.  The 
vacancies  thus  made  in  the  lower  grades  of  employ- 
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ment  were  filled  by  men  of  less  experience,  skill,  and 
intelligence.  The  engineer  in  charge  of  the  locomo- 
tive was  no  longer  a  machinist  by  trade;  he  was  a 
promoted  fireman  who,  in  the  days  when  wood  was 
used  for  locomotive  fuel,  was  contemptuously  termed 
a  "wood-chunker."  The  track  gangs  were  recruited 
from  the  bodies  of  unskilled  laborers,  mostly  foreigners, 
who  had  been  engaged  in  construction.  Men  of  this 
type  worked  into  station  and  yard  employment  and  as 
brakemen  on  freight  trains ;  but  the  locomotives  and 
passenger  trains  were  still  largely  manned  by  men  of 
American  birth. 

The  change  thus  brought  about  in  the  lower  grades 
of  railroad  service  had  its  effect  upon  the  manner  in 
which  that  service  was  conducted.  During  the  early 
formation  of  our  railroad  system,  train  rules  were 
few  and  simple.  The  traffic  was  light,  and  the  train 
service  was  virtually  carried  on  by  the  locomotive 
engineers  and  the  train  conductors  by  verbal  agree- 
ments and  customary  understandings  among  them- 
selves. Discipline,  in  .the  strict  sense  of  the  term, 
was  lacking;  but  there  was  a  feeling  of  loyalty  to 
"the  company"  which  fulfilled  the  same  purpose. 
Wages  were  based  upon  local  conditions  and  upon 
comparative  merit.  Employment  was  so  easily  ob- 
tained that  men  of  experience  led  a  roving  life  from 
love  of  change,  wandering  from  one  road  to  another, 
secure  of  employment  wherever  they  went. 
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With  time,  this  state  of  affairs  underwent  a  change. 
Employment  was  not  so  easily  obtained,  and  vacant 
positions  were  readily  filled  on  the  spot.  Abundance 
of  applicants  was  accompanied  by  a  tendency  to 
arbitrary  reduction  in  wages,  by  more  exacting  con- 
ditions of  employment,  and  by  enforcement  of  a  more 
rigid  discipline.  The  resulting  change  in  the  material 
welfare  of  the  masses  of  railroad  employees  brought 
about  a  different  feeling  among  them  toward  the  man- 
agements, and  loyalty  to  "the  company"  ceased  to  be 
a  ruling  motive  with  them.  It  gradually  gave  way 
to  concealed  discontent  which  gathered  force  by  de- 
grees and  which  was  intensified  by  the  drastic  wages 
reductions  that  accompanied  the  financial  depression 
of  1873. 

To  the  causes  which  led  to  the  crisis  of  1873  has  been 
attributed  the  change  in  popular  opinion  toward  the 
railroad  corporations  that  led  to  their  regulation  in  the 
public  interest;  and  to  that  period  may  also  be 
assigned  the  change  of  sentiment  toward  the  manage- 
ments among  their  employees.  In  1877,  a  general 
reduction  of  wages,  beginning  on  the  Baltimore  and 
Ohio  Railroad,  initiated  a  strike  movement  which  ex- 
tended from  the  seaboard  to  Chicago  and  Saint  Louis, 
and  which  was  accompanied  by  such  acts  of  violence 
that  the  governors  of  Maryland,  West  Virginia, 
Pennsylvania,  Indiana,  Illinois,  and  Missouri  appealed 
for  protection  to  the  federal  government.  In  a 
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strike  riot  in  Baltimore,  many  persons  were  killed  or 
wounded.  At  Pittsburg,  all  freight  traffic  was  sus- 
pended and  a  force  of  the  National  Guard  was  sent 
from  Philadelphia  to  restore  order.  In  an  attempt 
to  clear  the  railroad  crossings,  the  military  was 
attacked  and  sixteen  rioters  were  killed.  The  mob, 
having  obtained  firearms  by  breaking  into  the  gun 
shops,  set  fire  to  cars  loaded  with  coke  and  pushed 
them  against  the  doors  of  the  locomotive  round- 
houses in  which  the  troops  were  quartered.  The 
troops  then  retreated  across  the  river  and  the  mob 
held  full  sway  in  the  city.  Railroad  stations,  hotels, 
elevators,  offices,  and  shops  were  burned  and  their 
contents  were  plundered.  For  three  days  terror 
reigned  in  Pittsburg  and  general  order  elsewhere 
was  only  restored  after  the  issue  of  three  proclamations 
by  the  President. 

There  followed  upon  these  events  a  tendency  to 
a  closer  and  a  more  general  organization  among  rail- 
road employees  and  to  trials  of  strength  with  the  rail- 
road managements  which  led  to  several  riotous 
strikes.  Such  were  those  of  the  Knights  of  Labor 
on  the  Missouri  Pacific  railroad  in  1886,  and,  in  the 
same  year,  switchmen's  strikes  in  Chicago  and  in 
Milwaukee.  In  1888,  there  was  a  strike  of  the  loco- 
motive engineers  on  the  Chicago,  Milwaukee  and  Saint 
Paul  Railroad  involving  twenty-five  hundred  men. 
This  period  of  disturbance,  incited  by  leaders  of  rail- 
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road  labor  unions,  culminated  in  1894  with  a  strike 
against  the  Pullman  Company  which,  in  extent  and 
violence  was  comparable  with  the  Pittsburg  strike. 
For  ten  days,  the  railway  lines  centering  in  Chicago 
were  at  the  mercy  of  the  labor  union  leaders,  who 
defied  the  authority  of  the  state  of  Illinois  and  were 
only  subdued  by  the  forcible  intervention  of  the 
federal  government.  When  this  exercise  of  executive 
authority  was  questioned,  the  Supreme  Court  of  the 
United  States  decided  that  it  was  the  duty  of  the 
federal  government  to  keep  the  railroad  lines  open 
for  the  peaceable  conduct  of  interstate  commerce; 
and  from  that  time  railroad  strikes  have  ceased  to 
imperil  the  public  welfare. 

This  assertion  of  public  authority  against  riotous 
conduct  did  not,  however,  affect  the  right  to  combine 
in  a  passive  strike ;  yet  this  means  of  protection  and 
of  offense  is  now  rarely  resorted  to  by  railroad  em- 
ployees. The  change  in  this  respect  is  principally 
due  to  a  more  conservative  policy  on  the  part  of  the 
leaders  of  the  railroad  brotherhoods.  Organizations 
of  this  character  were  first  developed  among  the  loco- 
motive engineers,  and,  fortunately,  under  the  guidance 
of  shrewd  and  cool-headed  men  who  laid  the  founda- 
tion of  the  Brotherhood  of  Locomotive  Engineers 
upon  a  basis  so  reasonable  that  it  has  now  existed 
for  many  years  without  resort  to  strikes.  In  the 
meantime  it  has  been  influential  in  securing  general 
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and  uniform  increases  in  wages  and  improved  condi- 
tions of  employment  that  have  made  the  occupation 
of  a  locomotive  engineer  more  desirable  than  in  any 
other  similar  class  of  labor  in  which  so  many  men  are 
employed.  The  example  thus  set  by  the  Brotherhood 
of  Locomotive  Engineers  has  had  a  wholesome  influ- 
ence with  the  organizations  which  have  been  formed 
in  other  grades  of  railroad  service;  so  that  while 
strikes  are  threatened,  it  has  become  quite  generally 
understood,  both  by  the  brotherhood  members  and 
by  the  railroad  officials,  that  they  are  merely  menaces 
intended  to  further  the  recognition  of  the  demands 
that  the  one  party  is  making  upon  the  other. 

As  early  as  1886  Congress  had  legalized  the  for- 
mation of  national  corporations  of  train  employees,  with 
power  to  establish  branches  in  the  territories ;  though 
the  provisions  of  this  statute  seem  never  to  have  been 
utilized.  This  is  probably  due  to  the  aversion  of 
trades-unions  to  having  their  proceedings  brought 
under  the  purview  of  law.  The  disadvantages  in  this 
respect  under  which  bodies  of  railroad  employees 
so  organized  would  have  been  placed  is  shown  by  the 
manner  in  which  the  Act  of  1886  was  modified  in 
1898.  It  was  then  so  amended  as  to  require  that 
persons  should  cease  to  foe  members  of  such  organ- 
izations on  participating  in  any  strike  or  boycott  or 
in  preventing  other  persons  from  laboring  by  intimi- 
dation or  violence.  In  1898,  by  concerted  pressure 
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of  labor  unions  upon  Congress,  an  act  was  passed 
requiring  that  employees  under  receivers  in  federal 
courts  should  have  the  right  of  appealing  to  the 
courts  in  matters  affecting  wages  and  conditions  of 
service,  and  that  such  receivers  should  not  discrim- 
inate against  members  of  labor  unions.  This  act 
also  prohibited  blacklisting  by  railroad  companies 
or  the  requirement  that  an  employee  should  contrib- 
ute to  a  pension  fund,  or  should  be  required  to  sign 
a  contract  limiting  in  any  way  the  legal  liability  of 
the  employer  as  to  claims  for  personal  injuries. 

The  exercise  of  authority  by  the  federal  government 
to  preserve  order  in  interstate  commerce  when  strikes 
are  declared  has  led  to  legislation  intended  to  prevent 
their  occurrence.  In  1898,  Congress  took  a  step 
in  this  direction  by  giving  power  jointly  to  the  Com- 
missioner of  Labor  and  to  the  Interstate  Commerce 
Commission  to  act  as  a  conciliation  board  in  contro- 
versies between  railroad  managers  and  employees. 
For  a  long  time  the  provisions  of  this  act  remained 
uninvoked,  until  the  railroad  managers  perceived  that 
it  afforded  means  of  retreat  in  cases  of  discomfiture. 
This  fact  was  illustrated  when  a  concerted  demand 
for  increased  wages  scales  was  made  by  the  several 
railroad  brotherhoods  in  1909. 

This  demand  was  met  by  the  railroad  managers 
with  an  equally  united  front,  and,  after  protracted 
and  futile  negotiations,  several  of  the  labor  organiza- 
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tions  resorted  to  a  strike  vote  which  was  in  every 
instance  carried  by  overwhelming  majorities.  This 
was  but  the  result  that  was  anticipated  by  both 
parties.  The  one  had  no  more  intention  of  going 
on  strike  than  the  other  expected  that  a  strike  would 
be  declared.  It  was  only  a  preparatory  step  to  a 
compromise  under  the  shadow  of  federal  authority. 
In  a  case  involving  a  threatened  strike  of  10,000  men, 
in  which  the  arbitration  proceedings  were  conducted 
by  the  chairman  of  the  Interstate  Commerce  Com- 
mission and  the  Commissioner  of  Labor,  thirteen  sep- 
arate demands  had  been  made  on  the  railroad  com- 
panies. After  proceedings  which  continued  for  ten 
days,  the  award  as  to  each  of  these  demands  was 
practically  in  favor  of  the  labor  organizations,  includ- 
ing an  increase  in  the  wages  scales  of  conductors  and 
brakemen  varying  between  10  and  40  per  cent. 

About  December  i,  1909,  a  controversy  as  to  wages 
between  the  Switchmen's  Union  of  North  America 
and  th  managements  of  the  railroad  companies 
northwest  of  Chicago  was  carried  to  the  point  of 
rupture.  The  strikers'  committee  refused  to  submit 
to  arbitration  "under  any  circumstances,"  and  a 
strike  was  declared  which  seriously  affected  the  freight 
traffic  of  thirteen  railroad  companies  and  extended 
to  the  Pacific  coast.  The  mayor  of  the  city  of  Saint 
Paul,  who  had  been  retained  as  the  switchmen's 
counsel,  denounced  the  Arbitration  Act,  known  as 
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the  Erdman  Law,  as  so  hedged  about  with  legal  restric- 
tions that  the  strikers  by  resort  to  it  would  be  stripped 
of  all  power  to  press  their  claims  legitimately;  that 
even  if  the  decision  of  the  arbitration  board  should  be 
favorable  to  them,  the  railroad  companies  might  by 
dilatory  proceedings  in  the  appellate  courts  delay 
its  application  for  a  year  or  two.  In  the  meantime, 
the  men  would  be  compelled  to  work  under  the  exist- 
ing wages  scale  and  it  would  be  illegal  for  any  of 
them  to  participate  in  a  strike. 

The  success  of  the  strike  was,  however,  impaired 
by  an  order  from  the  chief  of  a  rival  brotherhood 
permitting  its  members  to  take  the  places  of  the 
strikers,  whose  leader,  he  declared,  had  called  the 
strike  without  a  proper  vote.  Attempts  at  concilia- 
tion made  by  the  governor  of  Minnesota  were  neu- 
tralized by  the  intervention  of  the  chief  official  of 
the  Railway  Branch  of  the  American  Federation  of 
Labor;  but  the  strike  sentiment  apparently  lan- 
guished and  arbitration  was  at  length  invoked  under 
the  Erdman  Law.  On  March  22,  1910,  the  board 
awarded  a  substantial  increase  in  the  switchmen's 
wages  scale,  retroactive  from  February  10,  and  its 
decision  was  accepted  without  appeal  by  the  eight 
railroad  companies  thereby  affected.  The  decision 
was  justified  by  the  arbitrat  rs  on  the  ground  that 
the  cost  of  living  had  increased  approximately  25 
per  cent  in  the  previous  four  years.  The  details 
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of  this  strike  are  interesting  for  the  reason  that  it 
was  the  only  one  of  a  serious  character  among  rail- 
road employees  during  the  very  general  agitation  for 
higher  pay  that  prevailed  in  1909  and  1910;  and 
because  of  the  opportunity  that  it  affords  for  a  com- 
parison with  the  manner  in  which  railroad  strikes 
were  conducted  before  the  passage  of  the  Erdman 
Law.  In  this  instance,  there  were  no  acts  of  open 
violence  and  so  little  illegal  obstruction  to  interstate 
commerce*  that  there  was  no  occasion  to  invoke  the 
protection  of  the  federal  government. 

Whether  the  changes  in  the  manner  in  which  the 
railroad  employees  now  conduct  their  controver- 
sies with  the  railroad  managements  be  due  to  the 
avowed  determination  of  the  federal  authorities  to  pre- 
vent unlawful  obstruction  to  interstate  commerce,  or 
whether  this  change  be  due  to  a  more  conservative 
policy  on  the  part  of  the  brotherhoods  of  employees, 
it  is  quite  certain  that  there  has  also  been  a  decided 
change  in  the  attitude  of  the  railroad  officials  them- 
selves toward  the  intervention  of  the  representatives 
of  those  brotherhoods  in  the  hearing  of  grievances. 
This  change  was  exemplified  when  the  concerted 
demands  for  an  increased  wages  scale  were  made  in 
December,  1909,  upon  the  Eastern  lines  by  their 
trainmen.  The  movement  began  against  the  Balti- 
more and  Ohio  Railroad  Company.  After  fruitless 
meetings,  the  management  resorted  to  mediation 
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under  the  Erdman  Law.  The  arbitrators  awarded 
an  increase  in  the  wages  scale  which,  in  some  cases, 
amounted  to  13  per  cent,  and  also  a  standard  day's 
work  in  freight  service  of  100  miles  or  less  or  ten 
hours  or  less.  Several  other  managements  acceded 
to  the  same  terms  after  conferences  with  the  repre- 
sentatives of  the  labor  organizations  and  without 
recourse  to  mediation.  Others  delayed  a  definite  re- 
sponse while  awaiting  the  action  of  the  management 
of  the  New  York  Central  Lines. 

On  January  20,  1910,  that  management  had  rejected 
the  demands  made  upon  it  by  a  General  Grievance 
Committee.  The  chairman  of  that  committee  re- 
ceived the  information  with  the  remark  that  the  rail- 
road company  no  more  wanted  a  strike  than  the  men 
did.  "These  things  take  time,"  he  said,  "and  if 
we  do  not  get  all  we  want  we  will  get  something." 
He  added  that  while  the  same  demand  had  been  made 
on  thirty- two  lines,  even  a  single  strike  was  beyond 
the  range  of  probabilities.  At  a  conference  held  on 
February  3,  the  men  would  abate  nothing  of  their 
demands,  and  invited  the  intervention  of  the  chiefs 
of  their  brotherhoods  who,  on  March  17,  began  nego- 
tiations with  the  management  accompanied  by  a 
General  Grievance  Committee  of  fifty-five  members, 
representing  6000  trainmen  on  27,000  miles  of  line. 
The  Brotherhood  of  Locomotive  Firemen  and  Engi- 
neers, which  was  also  represented,  claimed  to  control 
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all  the  firemen  on  the  road  and  40  per  cent  of  the 
locomotive  engineers.  On  April  12,  the  negotiations 
were  brought  to  a  close  by  the  avowed  determina- 
tion of  the  brotherhood  chiefs  to  order  a  strike  unless 
the  men  were  granted  the  wages  scale  which  had  been 
awarded  to  the  men  on  the  Baltimore  and  Ohio  rail- 
road by  the  official  arbitrators.  The  demand  was 
for  the  same  pay  on  freight  as  on  passenger  trains, 
with  a  minimum  rate  of  $125  per  month  to  conductors, 
$75  to  baggagemen,  and  $70  to  brakemen.  This 
demand  amounted  to  an  increase  varying  from  8  per 
cent  to  64  per  cent  on  the  existing  scale. 

For  the  first  time  in  twenty  years,  the  management 
was  confronted  by  an  impending  strike  and  proposed 
mediation  under  the  Erdman  Law,  which  was  rejected. 
The  Grievance  Committee  finally  consented  to  arbi- 
tration by  Commissioner  Clark  of  the  Interstate 
Commerce  Commission,  and  Mr.  Morrissey,  President 
of  the  American  Railroad  Employers'  and  Investors' 
Association.  Mr.  Clark  had  been  for  some  years 
Grand  Master  of  the  Brotherhood  of  Railroad  Con- 
ductors and  Mr.  Morrissey  had  recently  occupied 
the  same  position.  The  conference  began  on  April 
1 8  and,  upon  the  demand  of  the  men,  with  closed 
doors.  Their  case  was  sustained  by  arguments  from 
published  interviews  and  addresses  of  the  president 
of  the  New  York  Central  Lines,  in  which  he  had 
alleged  that  the  cost  of  living  had  increased  enor- 
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mously  in  the  previous  two  years  and  yet  that  his 
company  had  never  been  more  prosperous.  In  his 
argument,  he  declared  that,  while  the  company  had 
offered  increases  amounting  to  $500,000  per  annum, 
a  threefold  increase  had  been  demanded.  His  ref- 
erence to  the  water  competition  to  which  the  New 
York  Central  Lines  were  exposed  by  lake  and  canal 
was  met  by  the  rejoinder  that  similar  competition 
existed  with  Western  lines  that  had  granted  the 
increases  which  the  men  demanded.  On  May  6, 
the  arbitrators  awarded  virtually  the  wages  scale 
that  had  been  granted  to  the  employees  of  the  Balti- 
more and  Ohio  Railroad  Company  by  arbitration 
under  the  Erdman  Law,  and  the  result  of  this  arbi- 
tration was  followed  by  similar  concessions  on  the 
other  Eastern  lines. 

The  Pennsylvania  Railroad  Company  had  ignored 
any  intervention.  It  had  dealt  directly  with  its 
enginemen  before  the  organized  movement  had  been 
initiated  against  the  Baltimore  and  Ohio  Railroad 
Company;  and  about  April  i,  1910,  the  management 
announced  an  increase  of  6  per  cent  on  all  wages  of 
less  than  $300  per  month.  The  leaders  of  the  train- 
men's union  declared  that  they  were  not  to  be  bought 
off  by  any  such  voluntary  concession  of  a  part  of  their 
full  demands,  and  that,  after  they  had  finished  with 
the  New  York  Central  Lines,  they  would  ask  a  con- 
ference with  the  management  of  the  Pennsylvania 
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railroad.  On  July  2,  they  notified  that  management 
officially  that  their  members  on  the  Pennsylvania 
lines  east  of  Pittsburg,  Erie,  and  Buffalo,  numbering 
some  15,000  men,  were  taking  a  strike  vote  on  the 
refusal  to  recognize  their  demands.  The  manage- 
ment offered  to  compromise  on  the  New  York  Central 
award  for  an  eleven-hour  day  instead  of  a  ten-hour 
day,  with  pay  for  the  overtime  of  one  tenth  of  the 
New  York  Central  rate.  The  officers  of  the  unions, 
in  their  strike  circular,  took  the  position  that  the  wages 
scale  should  be  higher  than  on  other  lines  in  the  same 
territory,  "because  the  policy  of  the  Pennsylvania 
Railroad  Company  has  always  been  to  educate  their 
employees  in  the  belief  that  certain  of  such  employees 
were  entitled  to  5  to  20  per  cent  more  than  paid  by 
other  companies  for  similar  services."  The  manage- 
ment, in  a  published  response  to  this  circular,  stated 
that  95  per  cent  of  its  gross  earnings  was  based  on 
rates  competitive  with  the  New  York  Central  Lines 
and  with  the  Baltimore  and  Ohio  Railroad  Company, 
and  that,  while  its  rates  of  pay  and  conditions  of  serv- 
ice had  hitherto  been  better  than  theirs,  that  dif- 
ference could  not  be  maintained  under  the  changing 
course  of  events. 

On  July  13,  it  was  announced  that  the  trainmen 
had  voted  12,781  against  1413  in  favor  of  a  strike, 
and  that  the  management  on  that  day  would  meet 
the  chiefs  of  the  Order  of  Railway  Conductors  and 
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of  the  Brotherhood  of  Railway  Trainmen.  These 
officials  reiterated  their  demands  and  reminded  the 
railroad  officials  that,  in  1903,  a  strike  had  cost  the 
Leigh  Valley  Railroad  Company  over  $7,000,000. 
At  this  point,  the  conference  ended,  and  the  power 
to  call  a  strike  was  delegated  to  a  committee  of  six 
men,  including  the  chiefs  of  the  two  organizations. 
Their  position  was  strengthened  by  a  strike  vote  on 
the  Pennsylvania  Lines  west  of  Pittsburg  which  had 
resulted  in  a  favorable  majority  of  about  97  per  cent 
out  of  10,000  men.  On  the  other  hand,  the  Board  of 
Directors  of  the  Pennsylvania  Railroad  Company 
published  a  resolution  declaring  that  the  position 
taken  by  their  officials  would  be  firmly  maintained, 
and  measures  were  accordingly  begun  to  resist  a 
strike.  On  July  18,  a  conference  was  held  with  the 
strike  committee  at  which  the  management  accepted 
the  New  York  Central  award  on  the  New  York  Cen- 
tral basis,  wherever  that  would  result  in  a  higher  wages 
scale.  This  surrender  was  followed  on  August  22 
by  an  increase  of  12  per  cent  in  wages  of  some  12,000 
telegraphers  and  signalmen. 

So  ended  the  widespread  agitation  of  1909-1910 
for  a  general  increase  in  wages  scales.  It  had  been 
thoroughly  organized  and  was  intelligently  conducted. 
The  advance  made  in  this  respect  reminds  us  that 
the  Pittsburg  rioters  and  the  Pullman  strikers  did 
not  argue  with  the  railroad  officials  as  to  the  cost  of 
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living  and  the  effects  of  competition.  And  it  was  a 
far-reaching  victory.  It  had  established  the  control 
of  the  labor  unions  over  the  rates  of  pay,  the  condi- 
tions of  service,  and  the  enforcement  of  discipline  on 
the  national  railroad  system.  Nor  was  this  all.  It 
had  introduced  a  new  element  into  railroad  rate 
making :  that  rates  should  be  adjusted  to  the  trades- 
unions  wages  scales,  as  established  under  the  Erdman 
Law. 

The  railroad  managements  had  foreseen  this  situa- 
tion as  impending  early  in  1907,  when  Mr.  James  J. 
Hill  asserted  that,  instead  of  reducing  rates,  they 
would  have  to  be  advanced  to  meet  the  increase  in 
cost  of  labor  and  supplies.  In  1908,  the  railroad 
companies  undertook  a  campaign  of  popular  educa- 
tion in  rate  making  by  publications  intended  to 
illustrate  the  comparatively  slight  burden  that  would 
fall  upon  the  ultimate  consumers  of  certain  articles 
by  a  10  per  cent  increase  in  the  classified  tariffs.  The 
necessity  for  higher  pay  of  railroad  employees  to 
meet  the  increasing  cost  of  living  was  there  made  a 
prominent  feature. 

At  the  same  time,  it  was  intimated  that  President 
Roosevelt  would  offer  no  opposition  to  a  just  and 
harmonious  increase  in  freight  rates.  Thus  encour- 
aged, the  railroad  managements,  in  anticipation  of  an 
organized  demand  by  the  labor  unions,  entered  upon 
an  elaborate  study  of  the  basis  upon  which  a  just  and 
21 
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harmonious  rate  increase  should  be  founded.  Their 
purpose  as  subsequently  displayed  in  the  negotiation 
with  their  employees,  was  to  have  the  pressure  upon 
them  for  an  increase  in  wages  made  so  public  that 
popular  opinion  should  be  favorable  to  the  proposed 
advance  in  rates.  Possibly  this  expectation  would 
have  been  realized,  but  for  the  dissension  in  the 
Republican  majority  in  Congress.  When  they  saw 
that  the  rate-making  power  was  to  be  taken  from  them, 
the  managements  sought  to  steal  a  march  by  a  pre- 
cipitate publication  of  the  increased  tariffs,  a  step 
which  the  President  frustrated  by  a  clever  resort  to 
an  injunction  to  restrain  their  combination  for  this 
purpose,  under  the  provisions  of  the  Anti-trust 
Law. 

Now  that  the  Commissioner  of  Labor,  and  the 
chairman  of  the  Interstate  Commerce  Commission 
are  made  official  arbiters  between  the  railroad  com- 
panies and  their  employees,  to  determine  how  the 
gross  earnings  of  the  railroad  system  of  the  country 
shall  be  divided  between  them,  the  federal  govern- 
ment cannot  escape  responsibility  for  such  a  regula- 
tion of  rates  as  will  provide  revenue  sufficient  for  the 
wages  fund,  as  so  determined,  and  for  a  reasonable 
return  upon  the  capital  invested  in  the  performance 
of  railroad  service.  If  this  can  be  done  in  a  manner 
satisfactory  both  to  employer  and  employee,  they 
may  well  hail  the  advent  of  state  regulation  in  their 
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field  of  activity.  But  what  then  becomes  of  the 
original  purpose  of  the  Interstate  Commerce  Act, 
which  was  to  regulate  rates  in  the  interest  of  those 
who  "paid  the  freight"?  As  organized  bodies  of 
these  shippers  have  sought  to  oppose  the  attempted 
advance  in  rates,  the  organized  bodies  of  employees, 
in  whose  interest  the  advance  was  avowedly  made, 
have  for  the  first  time  aligned  themselves  with  the 
railroad  managements  in  a  common  cause. 

The  purpose  of  the  promoter  in  the  early  period 
of  railroad  construction  was  that  of  personal  profit; 
incidentally,  in  the  public  interest,  the  purpose  was 
to  furnish  safe,  speedy,  and  commodious  transporta- 
tion at  just  and  reasonable  rates.  Through  the 
interaction  of  state  regulation  and  the  trades-unions, 
these  purposes  are  now  subordinated  to  providing 
employment  for  the  largest  possible  number  of  per- 
sons at  a  rate  of  compensation  that  is  satisfactory 
to  them.  The  tendency  to  collectivism  in  this  matter 
is  as  marked  as  in  the  development  of  the  policy  of 
the  protective  tariff.  Its  burden  falls  primarily  upon 
the  employer,  but,  with  the  support  of  his  employees 
and  the  state,  he  manages  to  transfer  that  burden 
to  the  ultimate  consumer,  without  diminution  of  his 
profits  from  the  undertaking  so  protected.  To  the 
extent  that  the  ultimate  consumer  himself  profits 
from  the  productive  capacity  of  such  undertakings, 
whether  as  employer  or  employee,  he  is  unaffected 
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by  any  advance  in  cost  of  production.  If  all  ulti- 
mate consumers  were  equally  interested,  the  course 
of  activity  from  producer  to  consumer  would  be  in 
what  is  termed  in  logic  a  vicious  circle. 

If  one  class  of  citizens  has  sought  to  aggregate 
wealth  for  its  own  purposes  under  the  protection  of 
a  legislative  franchise,  another  class  has  striven  to 
create  a  monopoly  of  labor  without  being  subjected 
to  the  restrictions  which  such  a  franchise  may  pre- 
scribe, a  monopoly  which  exceeds  state  boundaries 
and  may  transcend  national  limitations.  If  the  rail- 
road companies  have  combined  in  traffic  associations 
to  regulate  competition  in  rates  between  themselves, 
so  the  railroad  employees  have  combined  in  trades- 
unions  to  regulate  competition  in  wages  between 
themselves.  In  both  cases,  there  was  a  like  purpose, 
to  advance  their  own  interests  by  combinations  in 
restraint  of  trade.  But  how  much  greater  will  be  the 
restraint  in  trade  that  will  ensue  from  the  tacit  com- 
bination of  railroad  corporations  and  trades-unions  in 
the  regulation  of  rates  in  their  common  interest  ? 

Upon  those  ultimate  consumers  who  are  outside 
of  that  magic  ring,  the  burden  of  increasing  cost 
must  necessarily  fall,  and,  when  their  backs  can  bear 
no  more,  the  fund  will  have  been  exhausted  from 
which  the  protected  employer  and  employee  are  to 
obtain  their  compensation.  This  burden  can  only 
be  lightened  to  these  patient  asses  by  sharing  it  with 
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those  who  are  also  outside  the  pale  of  protection  in 
some  foreign  land.  Hence  the  obvious  tendency  of 
protected  industries  is  to  dump  the  surplus  not  con- 
sumed at  home  upon  other  countries.  If  at  a  profit, 
well  and  good;  even  below  the  cost  of  production, 
the  marginal  loss  must  be  borne  by  the  unprotected 
ultimate  consumer.  This  argument  may  well  sup- 
port the  application  of  preferential  rates  to  exported 
commodities,  under  such  a  system  of  rate  making. 

Beyond  the  point  at  which  competition  ceases, 
any  addition  to  the  cost  of  production  is  passed  on 
to  the  ultimate  consumer  in  the  price  of  the  commod- 
ity. This  is  equally  true  with  the  performance  of  a 
service,  either  from  an  increase  in  the  wages  scale, 
or  a  diminution  in  the  hours  of  service,  or  in  the  crea- 
tion of  a  pension  fund  or  the  payment  of  indemnities 
for  non-employment  or  for  personal  injuries,  or  as  a 
premium  for  life  insurance.  If  the  commodity  or 
service  is  necessary  to  human  existence,  the  price  must 
be  paid;  and  the  effect  in  such  cases  is  to  benefit  a 
part  of  the  population  by  an  additional  burden  upon 
the  people  as  a  whole.  This  is  even  the  case  with 
commodities  or  services  that  are  not  so  necessary, 
but  which  are  still  greatly  desired,  as  with  tobacco 
and  intoxicating  beverages  or  with  popular  amuse- 
ments. The  effect  is  the  same  whether  the  enhance- 
ment in  price  be  due  to  the  exercise  of  a  monopoly 
or  to  external  regulation  by  superior  authority. 
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The  operation  of  this  economic  principle  has  been 
mitigated  and,  in  many  instances,  neutralized  by 
the  substitution  of  machine  work  for  hand  labor. 
In  the  course  of  time,  however,  inventive  genius  will 
have  coordinated  inorganic  forces  with  the  mechanical 
powers  so  nearly  to  a  practical  limit  as  no  longer  to 
counteract  the  enhancement  of  prices.  The  only  re- 
lief then  remaining  to  the  ultimate  consumer  will 
be  provided  by  the  application  of  the  same  inven- 
tive genius  to  improved  processes  in  agriculture  for 
the  intensive  production  of  articles  of  general  con- 
sumption. 

The  dilemma  in  which  the  federal  government 
will  be  placed  in  undertaking  to  insure  low  rates  to 
shippers  and  high  wages  to  railroad  employees,  with 
an  equitable  return  on  invested  capital,  is  one  in 
which  the  states  of  Continental  Europe  have  already 
found  themselves.  Their  relations  with  their  respec- 
tive railway  systems,  from  their  incipiency,  required 
them  to  deal  with  their  finances  in  such  a  way  as  to 
invite  investment  in  their  construction  and  opera- 
tion. For  this  reason,  the  tariffs  of  charges  were 
devised  to  secure  an  adequate  return  on  the  invested 
capital.  As  these  railway  systems  have  for  the  most 
part  been  acquired  by  the  several  states,  this  is  still 
the  dominant  factor  in  the  regulation  of  railway  rates 
throughout  Continental  Europe. 

The  relation  of  railway  capital  to  labor  in  Conti- 
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nental  Europe  is  therefore  virtually  the  relation  of 
a  sovereignty  to  its  subjects.  As  the  regulation  of 
rates  is  directed  to  secure  a  fair  return  to  the  state 
on  the  obligations  which  it  has  incurred  in  the  pur- 
chase or  construction  of  its  railway  system,  the  same 
consideration  tends  to  maintain  a  low  wages  scale  for 
railway  employees.  The  situation  of  these  employees 
has  been  made  so  uncomfortable  by  the  advance  in 
the  cost  of  living  that  discontent  with  their  condition 
is  prevalent.  In  France,  where  the  largest  part 
of  the  system  is  as  yet  operated  by  private  corpora- 
tions under  state  guarantees,  the  railway  employees 
are  so  thoroughly  organized  that  they  were  able  to 
arrest  the  course  of  commerce  by  a  general  strike, 
accompanied  by  acts  of  violence  and  rioting.  The 
government  was  thus  confronted  with  such  a  situa- 
tion as  our  federal  government  may  some  day  have 
to  deal  with,  if  it  should  be  unable  to  regulate  the  rela- 
tions of  our  railroad  corporations  with  their  employees 
to  the  satisfaction  of  the  labor  unions.  In  France, 
the  problem  was  temporarily  solved  in  a  way  that  is 
impracticable  with  us,  by  the  mobilization  of  the 
military  reserve,  which  includes  the  majority  of  the 
railway  employees.  This  step  at  once  placed  them 
under  a  military  regime  and  outside  the  pale  of  civil 
rights.  In  Italy,  where  the  railway  system  is  state 
property,  discontent  is  so  general  among  the  employees 
that  a  similar  crisis  is  there  impending.  They  demand 
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more  liberal  conditions  of  service,  a  voice  in  the  admin- 
istration of  discipline,  and  a  considerable  increase  in 
the  wages  scale ;  and  the  organizations  wield  a  po- 
litical influence  that  is  potent  in  legislation.  The 
fund  to  meet  their  demands  it  is  proposed  to  pro- 
vide partly  by  higher  rates  and  partly  by  making  any 
consequent  deficiency  a  charge  upon  the  public  treas- 
ury ;  and  behind  this  screen  of  concessions  there  looms 
the  shadow  of  mobilization  of  the  military  reserve. 

With  us,  the  problems  raised  in  the  regulation  of 
the  relations  of  capital  to  labor  in  railroad  service 
are  not  to  be  solved  by  such  means.  We  are  accus- 
tomed to  find  solutions  for  political  dilemmas  in  the 
ballot  boxes.  So  long  as  the  railroads  are  controlled 
by  private  corporations,  and  the  labor  organizations 
are  in  accord  with  their  managements,  we  may  expect 
that  their  appeal  to  that  highest  seat  of  democratic 
government  will  meet  with  a  favorable  response,  as 
against  any  protest  of  organized  shippers  or  of  unor- 
ganized consumers.  The  manipulation  of  the  intri- 
cate machinery  so  essential  to  the  prosperity  of  our 
country  is  passing  under  the  control  of  the  brother- 
hoods engaged  in  the  several  branches  of  public  serv- 
ice, and,  therefore,  it  is  to  them  that  there  lies  the 
ultimate  appeal  to  rise  superior  to  selfish  motives  and 
to  maintain  that  machinery  in  uninterrupted  and  suc- 
cessful operation  in  the  interest  of  all  classes  of  citizens. 

Such  an  appeal  is  further  warranted  in  yet  a  higher 
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cause  than  the  material  welfare  of  the  ultimate  con- 
sumer, in  the  cause  of  humanity.  The  appeal  should 
be  made  for  the  aid  of  the  brotherhoods  in  the  enforce- 
ment of  discipline.  Discipline  is  a  far  more  potent 
factor,  for  the  general  welfare,  in  the  efficiency  of 
railroad  service  than  the  maintenance  of  manual  labor 
at  high  tension  for  economic  results.  Of  what  avail 
are  train  rules  and  warning  signals  and  safety  appli- 
ances, if  the  employees  who  should  observe  the  one 
and  manipulate  the  other  have  an  insufficient  sense 
of  their  own  responsibility  for  the  faithful  discharge 
of  their  duties?  Should  they  be  shielded  from  the 
consequences  of  their  misconduct  or  neglect  by  the 
united  strength  of  the  brotherhoods  of  which  they 
are  members  ? 

Yet  the  brotherhood  leaders  are  disposed  to  resist 
the  exercise  of  discipline  and  to  attribute  its  enforce- 
ment to  improper  motives,  rather  than  to  the  imper- 
ative obligation  which  rests  upon  all  to  whose  care 
the  lives  of  the  traveling  public  are  intrusted  and  for 
whose  safety  the  law  holds  them  to  a  strict  account. 
This  obligation  the  employee  morally  shares  with 
the  official  and  with  the  corporation  that  they  both 
serve.  In  the  enforcement  of  the  law,  as  a  conse- 
quence of  some  horrible  catastrophe,  the  negligent 
employee  may  slip  through  its  meshes  and  escape  the 
odium  which  is  heaped  upon  the  corporation  by  public 
opinion. 
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Here  it  is  that  the  brotherhoods  might  exercise  a 
potent  influence  in  arousing  among  their  members 
a  sense  of  the  value  of  discipline  and  of  their  duty  to 
aid  in  enforcing  it.  For  none  know  better  than  they 
how  often  the  so-called  "  accidents,"  which  have 
brought  painful  injuries  and  death  to  many  persons, 
were  really  caused  by  the  neglect  or  indifference  of 
some  individual  employee.  If  the  brotherhoods  can- 
not be  moved  to  an  application  of  their  corporate 
responsibility  in  this  matter  to  the  public,  whom  in 
fact  their  members  serve  and  not  the  corporation  who 
pays  them,  let  them  apply  that  responsibility  to  the 
protection  of  those  members  whose  lives  are  imperiled 
daily  or  sacrificed  in  railroad  service.  If  it  be  a 
maxim  of  trades  unionism  that  "An  injury  to  one  is 
the  concern  of  all,"  then  it  essentially  concerns  all  the 
members  of  the  brotherhoods  that  no  one  of  them 
should  suffer  injury  or  death  through  the  neglect  or 
indifference  of  those  who  are  similarly  employed. 
For  this  reason,  if  for  no  higher  motive,  they  should 
be  zealous  in  the  observance  of  the  rules  intended  for 
their  protection  and  helpful  in  denouncing  those  who 
disregard  them,  as  unworthy  of  a  place  either  in  their 
councils  or  in  their  ranks. 


CHAPTER  XV 

THE  TENDENCY  OF  GOVERNMENT  REGULATION 

A  STUDY  of  the  problems  that  have  arisen  in  the 
regulation  of  our  national  railroad  system  by  the 
states  and  by  the  federal  government  may  well  con- 
clude with  a  general  view  of  the  tendency  of  such 
regulation.  As  we  have  seen,  it  was  inspired  in 
its  origin  by  animosity  to  railroad  corporations.  The 
endowment  of  the  creature  of  a  legislature  with  that 
power  for  good  and  evil  possessed  by  natural  persons 
brought  with  it  the  attribution  likewise  of  the  motives 
that  impel  a  natural  person  to  exercise  his  own  facul- 
ties and  for  popular  opinion  to  attach  to  the  one  as 
to  the  other  the  same  responsibility  for  misconduct. 
But  it  would  seem  that  the  time  had  now  arrived  when 
the  subject  was  no  longer  one  upon  which  partisan 
differences  should  be  excited,  and  when  arguments  of 
,a  dispassionate  character  might  therefore  have  some 
weight,  even  with  those  who  are  personally  interested 
in  the  effect  of  railway  regulation. 

For  the  railroad  corporations  are  now  substantially 
stripped  of  the  peculiar  powers  and  privileges  which 
they  so  long  enjoyed  with  actual  freedom  from  external 
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restraint.  There  remains  to  them  little  more  than 
the  exercise  of  the  early  franchise  of  a  joint-stock 
company  for  trading  purposes,  under  the  vaguely 
defined  restrictions  of  the  Anti-trust  Law.  Even 
in  the  enjoyment  of  the  franchise  so  limited,  they  are 
menaced  with  the  federal  control  of  their  financial 
policy.  This  gradual  extension  of  the  authority 
of  the  federal  government  over  railroad  corporations 
has  been  accompanied  by  corresponding  encroach- 
ment upon  the  sovereign  powers  of  the  several  states 
by  which  those  corporations  were  created ;  so  that, 
in  any  discussion  of  railway  regulation  by  government 
authority,  the  character  of  state  legislation  as  dis- 
tinguished from  that  by  Congress  may  be  disregarded. 
The  Supreme  Court  of  the  United  States  has  an- 
nounced this  principle:  that  "when  necessary  for 
the  public  good"  the  sovereign  powers  retained  by 
the  federated  states  may  be  invoked  "to  regulate  the 
manner  in  which  each  shall  use  his  own  property." 
This  is  the  warrant  for  legislative  regulation  of  rail- 
road service,  and  it  includes  a  definition  of  the  proper 
character  of  such  regulation ;  that  is,  when  such 
regulation  is  "necessary  for  the  public  good."  Here  is 
the  basis  for  the  intervention  of  the  state  in  the  regu- 
lation of  any  public  service,  as  to  the  manner  in  which 
that  service  is  conducted  and  as  to  the  charges  for  its 
performance.  The  field  in  which  it  was  intended 
originally  to  regulate  railroad  rates  has  been  enlarged 
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in  order  to  control  the  powers  and  privileges  of 
corporations  engaged  in  commercial  and  financial 
enterprises. 

The  sole  authority  for  federal  intervention  in  the 
management  of  state  corporations  reposed  for  over  a 
century  uninvoked  in  these  few  words  of  the  Consti- 
tution :  "The  Congress  shall  have  power  ...  to  regu- 
late commerce  with  foreign  nations,  and  among  the 
several  states  and  with  the  Indian  tribes."  On  this 
foundation  has  been  reared  the  structure  of  corpo- 
rate regulation  by  the  federal  government  that  has 
attained  imposing  proportions.  Whether  the  ills 
thereby  to  be  remedied  have  resulted  from  injudicious 
legislation  by  the  several  states,  or  whether  they  have 
developed  with  the  unscrupulous  use  of  corporate 
privileges,  is  beyond  the  scope  of  this  discussion. 

The  orderly  evolution  of  federal  railroad  regulation 
dates  from  the  passage  of  the  Interstate  Commerce 
Act.  Now  that  twenty-three  years  have  elapsed, 
we  must  admit  in  the  light  of  extended  experience  that 
its  provisions  have  stood  the  test  of  time  better  than 
could  have  been  reasonably  anticipated.  For  it 
was  legislation  in  an  untried  field,  affecting  economic 
conditions  of  vital  importance  to  the  national  welfare, 
yet  subjected  in  its  molding  to  the  powerful  pressure 
of  excited  public  sentiment.  The  best  evidence  of 
this  assertion  is  to  be  found  in  the  character  of  its 
subsequent  amendments. 
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The  legal  ascription  of  moral  responsibility  to  a 
corporation  may  be  dated  from  the  passage  of  the 
Elkins  Law  in  1903,  and  was  then  applied  only  to 
railroad  corporations.  By  the  provisions  of  this  law, 
any  act  of  a  corporation  common  carrier  which,  if 
done  by  any  person  acting  for  such  corporation, 
would  constitute  a  misdemeanor  under  the  Act  to 
Regulate  Commerce,  was  held  to  have  been  committed 
by  the  corporation  itself.  The  provisions  of  the  law 
were  practically  directed  to  the  suppression  of  rebat- 
ing, and,  at  the  time,  but  little  importance  was  at- 
tached to  its  passage.  Indeed,  it  seemed  not  to  have 
been  efficient  for  this  purpose  until  the  publication 
of  the  decision  of  the  Supreme  Court  of  the  United 
States  in  1906,  in  the  " Tobacco  Case."  This  decision 
prohibited  a  corporation  from  shielding  itself  behind 
the  personal  immunity  of  its  agents  as  witnesses,  and 
also  the  refusal  to  produce  its  records  in  court.  By 
that  decision,  the  agents  of  a  corporation  were  made 
the  instruments  for  disclosing  the  manner  in  which 
its  business  was  conducted,  and  its  records  were  made 
so  open  to  investigation  that  its  corporate  acts  could 
no  longer  be  screened  from  publicity. 

Another  decision  of  the  Supreme  Court  which,  in 
1897,  brought  the  railroad  corporations  under  the 
purview  of  the  Anti-trust  Law,  deprived  them  of  the 
right  to  make  uniform  rates  upon  competitive  traffic ; 
while  the  Safety  Appliance  Act  of  1898,  with  its 
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amendments,  have  given  the  Interstate  Commerce 
Commission  control  over  the  construction  and  main- 
tenance of  their  rolling  stock.  The  administration 
of  the  Erdman  Law  in  the  recent  railroad  strikes  has 
virtually  placed  the  establishment  of  the  wages  scale 
and  of  the  terms  of  employment  at  the  discretion  of 
administrative  officials  of  the  federal  government. 
Add  to  this  legislation  the  passage  of  the  Act  of  1907, 
limiting  the  hours  of  service  of  certain  classes  of  em- 
ployees, and  the  Employers'  Liability  Act  of  1908, 
and  the  freedom  of  action  of  the  railroad  manage- 
ments had  been  greatly  circumscribed  when  the  pas- 
sage of  the  Commerce  Court  Act  of  1910  deprived 
them  of  the  rate-making  power. 

It  would  seem  that  in  the  passage  of  the  Court  of 
Commerce  Act,  Congress  had  placed  the  capstone  on 
the  monumental  structure  of  federal  railway  regula- 
tion whose  foundation  was  laid  in  the  Interstate  Com- 
merce Act  of  1887.  For  with  the  strict  enforcement 
of  .the  "  long  and  short  haul  clause"  and  the  author- 
ity delegated  to  the  Interstate  Commerce  Commission 
for  the  suspension  of  rate  making,  the  field  of  activity 
of  the  railroad  managements  has  been  restricted  within 
limits  so  confined  as  to  leave  little  more  to  be  regu- 
lated there.  What  need  is  there  to  enter  upon  a  pro- 
tracted and  expensive  valuation  of  the  national  railroad 
system  in  order  to  arrive  at  a  reasonable  return  upon 
that  valuation,  when  the  decision  upon  that  point 
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must  still  be  left  to  the  wisdom  and  the  sense  of  jus- 
tice of  the  members  of  the  Commission  ?  And  be- 
yond the  will  of  that  Commission  there  has  now  been 
provided  the  Court  of  Commerce,  as  a  forum  in 
which  there  may  be  sought  a  more  patient  and  con- 
siderate hearing  than  is  to  be  expected  in  a  congres- 
sional committee  room.  It  is  because  the  more  im- 
portant issues  involved  in  railway  regulation  have  been 
so  exhaustively  treated  by  Congress  that  we  may 
hope,  in  its  yet  undetermined  aspects,  that  they  may 
be  left  for  adjudication  by  the  experienced  body  of 
jurists  composing  the  Supreme  Court  of  the  United 
States.  In  that  tribunal,  which  has  become  a  distinc- 
tive feature  of  our  form  of  government,  the  pride  of 
our  people  and  the  envy  of  other  nations,  we  may  ex- 
pect that  the  principles  underlying  this  legislation,  as 
in  the  litigation  under  the  Anti-trust  Law,  will  be  so 
clarified  and  summarized  as  to  remove  railway  rate  reg- 
ulation from  the  arena  of  political  discussion,  there- 
after to  be  treated  as  a  purely  economic  question. 

It  is  true  that  experience  has  shown  that  it  is  only 
by  means  of  auxiliary  commissions  that  legislation 
can  be  made  of  practical  benefit  in  the  regulation  of 
a  public  service  as  performed  by  a  private  corpora- 
tion. For  such  legislation  cannot  be  made  self- 
acting;  it  requires  to  be  administered  or  it  becomes 
inert.  In  the  application  of  its  provisions  to  the 
varying  circumstances  and  conditions  under  which 
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that  service  is  conducted  commissions  may  fulfill  a 
function  for  which  the  higher  organs  of  government 
are  incapable.  They  may  also  greatly  aid  those  organs 
in  an  advisory  capacity  and  in  the  preparation  of 
useful  information.  They  may  speed  the  course  of 
justice  by  the  exercise  of  a  primary  jurisdiction  in 
the  hearing  of  complaints,  in  dismissing  those  which 
are  trivial  or  unfounded,  and  in  finally  disposing  of 
those  which  are  open  to  conciliatory  methods.  Even 
in  the  adjudication  of  cases  that  involve  legal  prin- 
ciples of  broader  application  than  to  the  details  of 
specific  regulation,  they  can  employ  the  expert  knowl- 
edge, which  by  experience  they  may  have  acquired, 
to  marshaling  conflicting  evidence,  to  uncovering 
cunning  devices  intended  to  evade  the  law,  and,  in 
general,  to  clearing  the  substantial  issue  in  a  particular 
case  of  extraneous  matters. 

But  such  a  commission  should  administer  the  law 
and  not  make  it.  It  should  not  be  expected  to  do 
the  work  of  a  legislature,  since  its  conclusions  are  not 
the  outcome  cf  an  open  debate  in  which  the  interests 
thereby  affected  have  been  adequately  represented; 
nor  can  such  conclusions  be  received  with  the  respect 
due  to  judicial  decisions,  if  its  procedure  is  not  re- 
stricted by  the  recognized  rules  of  evidence,  nor  unless 
its  orders  be  regarded  as  precedents  in  the  hearing 
of  subsequent  complaints;  and  still  less  when  they 
are  the  result  of  action  on  its  own  initiative.  Its 
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orders,  therefore,  should  not  be  exalted  beyond  an 
investigation  by  the  ordinary  courts,  either  as  to 
their  conformity  with  the  law  which  it  administers, 
or  as  to  their  coordination  with  the  rights  and  privi- 
leges of  the  parties  upon  whom  they  are  to  be  enforced. 
When  these  conditions  are  disregarded,  the  conse- 
quences which  may  ensue  are  described  in  an  opinion 
of  the  United  States  Supreme  Court  that  is  quoted 
below.1 
It  may  be  maintained  that  the  relations  of  a  rail- 

1  "Before  taking  up  the  words  of  the  statute  the  enormous  scope 
of  the  power  asserted  for  the  commission  should  be  emphasized  and 
dwelt  upon.  The  legislation  that  the  commission  may  recommend 
embraces,  according  to  the  arguments  before  us,  anything  and  every- 
thing that  may  be  conceived  to  be  within  the  power  of  Congress  to 
require,  if  it  relates  to  commerce  with  foreign  nations  or  among  the 
several  states. 

"  And  the  result  of  the  arguments  is  that  whatever  might  influence 
the  mind  of  the  commission  in  its  recommendations  is  a  subject  upon 
which  it  may  summon  witnesses  before  it  and  require  them  to  dis- 
close any  facts,  no  matter  how  private,  no  matter  what  their  tendency 
to  disgrace  the  person  whose  attendance  has  been  compelled. 

"  If  we  qualify  the  statement  and  say  only  legitimately  influence  the 
mind  of  the  commission  in  the  opinion  of  the  court  called  in  aid,  still 
it  will  be  seen  that  the  power,  if  it  exists,  is  unparalleled  in  its  vague 
extent. 

"  Its  territorial  sweep  also  should  be  noticed.  By  Paragraph  1 2  of 
the  act  of  1887  the  commission  has  authority  to  require  the  attend- 
ance of  witnesses  'from  any  place  in  the  United  States,  at  any 
designated  place  of  hearing.' 

"  No  such  unlimited  command  over  the  liberty  of  all  citizens  ever 
was  given,  so  far  as  we  know,  in  constitutional  times  to  any  com- 
mission or  court."  Interstate  Commerce  Commission  v.  Edward 
H.  Harriman,  December  14,  1908. 
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road  company  to  the  public  service  which  it  performs 
are  so  complex  that  their  regulation  can  be  committed 
to  no  single  instrumentality  of  government  which 
does  not  unite  in  itself  executive,  administrative, 
legislative,  and  judicial  functions.  The  same  might 
be  said  of  the  regulation  or  control  by  the  state  of 
corporate  activity  in  distributive  or  productive 
industries  that  partake  of  the  nature  of  a  public  serv- 
ice. Still,  their  relations  to  the  people  whom  they 
serve  are  as  yet  regulated  through  the  several  instru- 
mentalities which  separately  exercise  one  only  .of 
these  functions  of  government,  and  which  are,  how- 
ever, so  correlated  as  to  perform  that  office  satis- 
factorily. If  these  corporations  can  be  so  regu- 
lated, why  not  railroad  companies? 

Under  our  form  of  government,  the  ultimate  coer- 
cive authority  of  the  state  is  divided  to  prevent 
tyranny,  the  rule  of  a  single  person.  But  by  reason 
of  popular  impatience  with  the  orderly  procedure 
of  judicial  remedies,  and  from  the  antipathy  of  legis- 
lators to  impartial  and  thorough  consideration  of 
details,  the  ultimate  coercive  authority  with  us  is 
being  gradually  yielded  to  the  executive  power  through 
its  administrative  bureaus,  which  are  ever  eager  to 
grasp  it  and  as  reluctant  to  surrender  it.  So  it  was 
that  in  the  Roman  Republic  there  was  a  Caesar ;  in 
the  English  Commonwealth,  a  Cromwell;  and  -in 
successive  French  Republics,  a  Napoleon  Bonaparte. 
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To  quote  the  language  of  a  distinguished  justice  of 
the  Supreme  Court :  A '  The  illustrious  men  who  laid 
the  foundations  of  our  institutions,  deemed  no  part 
of  the  National  Constitution  of  more  consequence  or 
more  essential  to  the  permanency  of  our  form  of 
government  than  the  provisions  under  which  were 
distributed  the  powers  of  Government  among  three 
separate,  equal  and  co-ordinate  departments  —  legis- 
lative, executive  and  judicial.  This  was  at  that  time 
a  new  feature  of  governmental  regulation  among 
the  nations  of  the  earth,  and  it  is  deemed  by  the  people 
of  every  section  of  our  own  country  as  most  vital  in 
the  workings  of  a  representative  republic  whose  Con- 
stitution was  ordained  and  established  in  order  to  ac- 
complish the  objects  stated  in  its  Preamble  by  the 
means,  but  only  by  the  means,  provided  either  expressly 
or  by  necessary  implication,  by  the  instrument  it- 
self." 1 

Viewing  our  railroad  system  as  an  organic  part 
of  our  political,  social,  and  economic  evolution,  we 
may  consider  it  either  as  regulated  by  internal  or  by 
external  control.  There  are  certain  interests  to  be 
affected  thereby :  the  interests  of  those  who  are  to 
profit  pecuniarily  by  its  operations,  of  those  who 
avail  themselves  of  the  service  that  it  renders,  and  of 
the  people  in  general  whose  welfare  is  involved  in 

1  Justice  Harlan,  Standard  Oil  Company  of  N.  J.,  et  al.  v.  The 
United  States,  May  15,  1911. 
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its  conduct  in  relation  to  those  two  class  interests. 
Between  the  former  interests,  while  they  are  free  to 
react  on  each  other,  it  is  only  the  balance  of  reason- 
ableness that  is  to  be  regulated ;  and  then  such  regu- 
lation may  be  left  to  internal  control  by  the  agency 
of  the  spirit  of  competition,  as  to  the  character  of  the 
service  rendered  and  as  to  the  compensation  therefor. 
Legislation  in  this  connection  is  most  valuable  in 
securing  publicity  to  the  conditions  under  which  the 
service  is  performed.  But  competition  may  be 
restricted  by  internal  control,  either  by  common 
consent  of  one  class  of  interests  or  the  other ;  that  is, 
either  by  traffic  associations  or  by  the  so-called  com- 
mercial trusts ;  and  such  a  situation  invites  the  inter- 
vention of  external  control  to  insure  the  reasonable 
exercise  of  the  spirit  of  competition. 

Where  competition  is  free  of  such  restricting  influ- 
ences, its  freedom  may  result  unfavorably  to  the 
interests  of  those  who  are  entirely  dependent  upon 
a  single  agency  for  transportation  service.  They 
may  have  to  accept  a  service  which  is  inferior  to  that 
provided  where  competition  has  free  play,  or  to  pay 
a  price  for  the  same  service  which  is  disproportion- 
ately greater.  In  this  case,  there  is  no  question  of 
reasonableness,  but  of  justice,  and  justice  to  the  party 
relying  upon  a  monopoly  for  a  public  service  can 
only  be  assured  by  external  control ;  that  is,  by  the 
exercise  of  the  sovereign  power  of  the  state. 
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But  still  more  is  there  a  call  for  the  intervention  of 
the  state  in  the  extension  of  corporate  power  beyond 
the  legitimate  exercise  of  its  chartered  privileges.  Here 
the  state  is  required  to  regulate  a  phase  of  economic 
evolution  in  which  the  corporation,  a  creature  of  its 
own  making,  assumes  a  potency  comparable  with  its 
own;  and  it  is  unmistakably  the  duty  of  the  state 
to  exercise  such  control  over  corporations  of  this  char- 
acter as  shall  insure  its  citizens  opportunity  for  free 
play  of  their  own  faculties  for  their  own  legitimate 
purposes,  unrestricted  by  corporate  interference. 

Our  national  railroad  system  passed  normally 
through  successive  phases  of  regulation  until  it  came 
under  the  domination  of  political  authority.  It  had 
originally  been  regulated  by  the  principle  of  unre- 
stricted competition.  The  railroad  corporations  lis- 
tened but  too  attentively  to  the  demands  of  their 
patrons  in  competitive  traffic.  As  so  regulated,  they 
were  racing  with  each  other  toward  the  goal  of  profit- 
less operation  when  they  sought  to  check  their  head- 
long course  by  occasional  agreements  between  them- 
selves to  observe  their  published  rates  on  competitive 
traffic.  These  agreements  were  fruitless  of  results 
because  they  were  merely  self-denying  ordinances 
that  could  not  be  legally  enforced.  They  had  no 
other  effect  than,  by  the  restoration  of  the  normal 
rates,  to  furnish  a  basis  for  renewal  of  the  same  kind 
of  competition. 
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The  rival  corporations  then  organized  permanent 
traffic  associations  for  the  purpose  of  making  it  profit- 
able to  them  all  to  observe  their  published  rates.  It 
was  a  plan  of  internal  regulation  that  provided  an 
efficient  apparatus  for  the  continuous  readjustment 
of  their  interests  in  a  traffic  common  to  them  all.  But 
in  the  organization  of  their  associations,  the  other 
factor  in  the  regulation  of  rates  by  competition,  the 
shippers,  had  not  been  consulted.  Perhaps  in  time 
this  result  might  have  been  accomplished  by  nego- 
tiations with  similarly  organized  associations  of  mer- 
chants and  manufacturers ;  just  as  the  relations  be- 
tween the  railroad  corporations  and  their  employees 
are  now  in  process  of  readjustment  by  negotiations 
between  their  organized  representatives.  This,  how- 
ever, was  not  to  be  the  case.  The  principle  of  regu- 
lation of  competitive  traffic  by  the  organized  com- 
bination of  the  two  factors  involved  in  it  was 
disregarded,  and  the  opportunity  was  lost  for  the 
success  of  such  a  measure. 

In  the  change  from  regulation  by  competition  to 
regulation  by  association,  the  railroad  corporations 
also  ignored  another  element  of  their  service,  that  of 
the  non-competitive  traffic.  In  this  branch  of  their 
business  each  company  recognized  no  other  regulative 
principle  than  that  of  its  own  immediate  pecuniary 
interest.  It  was  the  unreasoning  exercise  of  this 
principle  that  aroused  popular  indignation  against 
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railroad  corporations  in  the  rural  communities  of  the 
Mississippi  valley  and  of  the  Southern  States.  The 
expression  of  this  feeling  in  legislation  gave  opportunity 
for  the  commercial  centers  of  distribution  to  attack 
the  traffic  associations  in  the  field  of  interstate  com- 
merce. In  this  field,  they  have  procured  the  passage 
of  laws  which  are  gradually  substituting  for  the  in- 
ternal readjustment  of  the  affairs  of  the  railroad 
corporations,  an  external  control  by  bureaus  of  the  fed- 
eral government  that  bids  fair  to  repress  such  internal 
regulation  altogether.  But  external  control  of  this 
character  can  never  satisfactorily  maintain  the  bal- 
ance between  the  conflicting  factors  in  any  social 
or  economic  organization.  If  injudiciously  exercised, 
it  may  seriously  disturb  them,  in  the  state  of  unstable 
equilibrium  which  is  the  normal  condition  of  all 
organisms  that  are  in  process  of  active  development. 

Federal  authority  has  been  extended  from  regula- 
tion of  railroad  rates  on  interstate  traffic  to  the  admin- 
istration in  detail  of  railroad  operation  and  finance. 
The  federal  government  now  controls,  in  fact,  the 
management  of  our  national  railroad  system.  It  is 
a  control  that  is  irresponsible  to  the  railroad  stock- 
holders. It  is  responsible  only  to  that  expression 
of  public  opinion  which  is  agitated  by  transient  waves 
of  sentiment  or  prejudice,  an  agitation  that  is  often 
manipulated  by  selfish  interests.  This  is  the  policy 
of  any  government  management  that  is  not  respon- 
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sible  for  financial  results.  It  ignores  economic  prin- 
ciples and  shapes  its  measures  with  an  eye  to  the 
perpetuation  of  its  political  prestige. 

Theoretical  considerations  prevail  with  irrespon- 
sible administrations  where  they  are  not  influenced 
by  corrupt  or  selfish  motives.  These  considerations 
are  based  upon  assumed  conditions  and  circumstances, 
which  constitute  a  mean  of  those  that  really  exist. 
This  mean  or  average  rarely  obtains  in  actual  prac- 
tice, and  therefore  legislation  which  penalizes  any 
departure  from  such  theoretical  considerations  must 
fail  to  accomplish  the  purpose  for  which  it  was  in- 
tended. For  economic  principles  must  ultimately 
prevail.  This  is  as  certain  in  the  operation  of  a  rail- 
road system  by  the  state  as  by  private  corporations. 
By  disregarding  economic  principles,  the  govern- 
ment of  the  kingdom  of  Italy  has  brought  its  rail- 
road system  into  discredit.  In  the  French  Republic, 
the  passing  of  the  national  system  from  private  cor- 
porations to  the  state  is  being  accompanied  by  a 
change  of  policy  that  presents  an  unfavorable  con- 
trast to  the  old  order.  The  German  states,  on  the 
contrary,  have  kept  in  mind  the  financial  results  of 
their  administration,  and  to-day  their  railroad  man- 
agement is  apparently  the  best  in  Continental  Europe. 

Let  us  stop  and  think  over  the  situation  in  our  own 
country.  Let  us  view  our  railroad  system  as  it  is, 
with  its  admitted  imperfections,  and  from  what  we 


506     PROBLEMS  IN  RAILWAY  REGULATION 

have  learned  by  experience  let  us  ascertain  what  these 
imperfections  are  and  to  what  extent  and  by  what 
means  they  may  best  be  remedied.  We  have  in  many 
respects  the  most  important  railroad  system  in  the 
world.  There  is  none  other  of  such  magnitude  under 
any  other  national  flag  or  on  any  other  continent. 
It  is  homogeneous  as  to  gauge  of  track,  in  the  standard 
features  of  equipment  and  in  mode  of  operation.  These 
desirable  results  have  been  brought  about  by  the 
state  governments  keeping  their  hands  off  during 
its  initial  development,  and  they  greatly  simplify 
the  functions  of  federal  supervision.  As  a  means  of 
transportation,  our  railroad  system  should  perform 
that  service  with  safety,  convenience,  and  prompt- 
ness, and  that  should  be  the  end  to  be  secured  in  its 
regulation  as  a  public  servant ;  just  that  and  no  more. 
How  that  end  is  attained  should  be  no  concern  of  the 
government.  Make  the  corporations  penally  re- 
sponsible for  results,  its  officials  also,  if  you  please; 
but  leave  the  means  to  them.  Interference  in  details 
will  surely  lead  to  confusion,  with  consequent  friction 
and  inefficient  service.  Where  uniformity  in  methods 
or  appliances  has  heretofore  been  found  desirable, 
that  uniformity  has  been  mainly  secured  through  the 
coordinated  action  of  over  two  hundred  independent 
operating  managements,  by  their  association  in  an 
organization  which  has  as  yet  escaped  the  destroy- 
ing hand  of  the  federal  courts  under  the  application 
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of  the  Anti-trust  Law ;  the  American  Railway  Associa- 
tion. This  association  does  not  exercise  the  slightest 
authority  over  the  acts  of  its  members ;  its  concluiosns 
have  only  the  effect  of  gratuitous  recommendations. 
Yet,  through  this  medium,  uniformity  has  been  secured 
in  train  schedules  and  modes  of  their  operation,  in 
automatic  devices  for  coupling  cars  and  for  power 
brakes,  in  standard  dimensions  of  equipment,  in  the 
safer  transportation  of  explosives,  and  in  the  general 
introduction  of  other  appliances  and  processes  for 
intercourse  and  commerce  over  258,000  miles  of  line, 
including  17,000  miles  in  Canada  and  8000  miles  in 
Mexico.  This  statement  indicates  the  practicability 
of  securing  all  the  advantages  of  unified  railroad 
management  and  of  efficient  government  supervision, 
without  committing  the  federal  government  to  indors- 
ing the  conclusions  of  enthusiastic  theorists  or  to 
being  made  the  unconscious  instrument  of  purveyors 
in  appliances  and  supplies. 

Admitting  the  responsibility  of  the  federal  govern- 
ment for  the  regulation  of  railroad  charges  to  those 
persons  to  whom  the  service  is  rendered  and  of  the 
wages  scale  and  conditions  of  employment  to  those 
persons  by  whom  the  service  is  performed,  what 
responsibility  should  it  assume  for  a  fair  return  upon 
their  investment  to  those  persons  who  have  provided 
the  means  by  which  that  service  has  been  made  pos- 
sible? They  are  indebted  to  the  sovereign  states 
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for  their  corporate  powers,  for  their  operating  fran- 
chise, and  for  the  privilege  of  expropriating  private 
property.  For  what  are  they  indebted  to  the  federal 
government  beyond  that  protection  to  life,  liberty, 
and  the  pursuit  of  happiness  which  is  a  right  declared 
in  the  Declaration  of  Independence  to  be  inalienable  to 
all  citizens  alike  ? 

The  property  rights  of  these  railroad  stockholders 
have  been  brought  under  th  control  of  the  federal 
government  by  an  interpretation  of  the  powers  of 
Congress  over  interstate  commerce  far  broader  than 
entered  the  minds  of  the  statesmen  who  framed  the 
Federal  Constitution.  They  denned  the  powers  of 
Congress  in  order  to  limit  them;  reserving  to  the 
states  respectively,  or  to  the  people,  all  powers  not 
therein  specifically  delegated.  The  powers  over  inter- 
state commerce  were  apparently  delegated  to  Congress 
to  secure  commercial  intercourse,  foreign  and  domestic, 
free  from  exaction  of  import  and  export  duties  by 
the  several  states.  It  was  an  act  of  self-denial  on 
the  part  of  these  states,  of  a  piece  with  their  abnega- 
tion of  their  sovereign  rights  to  wage  war,  to  enter  into 
treaties,  and  to  coin  money.  This  is  not  the  place 
to  indulge  in  discussions  as  to  the  constitutional 
powers  of  Congress  over  interstate  commerce;  and, 
if  it  were,  it  would  be  as  vain  as  absurd  to  question 
the  manner  in  which  those  powers  have  been  exercised 
in  the  regulation  of  our  railroad  system.  It  is  a 
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matter  which  at  bottom  rather  concerns  the  people 
at  large  as  a  political  issue  than  it  does  the  railroad 
corporations  as  a  financial  problem.  If  the  people 
resign  themselves  passively  to  the  transfer  of  undele- 
gated  rights  of  the  sovereign  states  to  the  federal 
government,  who  else  shall  question  it?  Still,  the 
acceptance  of  the  inevitable  does  not  deprive  the 
railroad  stockholders  of  the  right  to  appeal  to  the  fed- 
eral government  for  recognition  of  their  claim  to  a 
fair  return  upon  their  investment  in  the  national  rail- 
road system. 

Who  are  these  railroad  stockholders?  Can  they 
base  their  claim  for  recognition  at  the  hands  of  the 
federal  government  upon  that  foundation  on  which 
similar  recognition  has  been  based  by  freight  payers 
and  by  wage  earners,  on  their  numerical  influence 
in  the  ballot  box?  The  freight  payers  who  have 
successfully  asserted  their  claim  for  recognition  are 
not  the  consumers  who  ultimately  pay  the  freight. 
Numerically,  they  do  not  equal  the  masses  of  working- 
men  of  all  grades  who  are,  directly  or  indirectly,  paid 
from  the  gross  revenues  of  the  railroad  corporations. 
Yet  even  these  are  far  less  equal  in  number  to  the 
persons  whose  savings  are  invested  in  railroad  securi- 
ties. These  are  not  to  be  numbered  only  by  counting 
the  stockholders  of  record  in  the  corporation  archives, 
though  they  are  estimated  at  over  half  a  million ;  but 
by  the  numbers  who  are  indirectly  interested  in  rail- 
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road  investments  throughout  the  country.  The 
savings  bank  deposits  amount  to  $3,500,000,000, 
and  the  depositors  to  nearly  9,000,000,  so  that  the 
average  deposit  is  less  than  $400.  A  large  part  of 
these  deposits  is  invested  in  railroad  securities ;  as 
also  of  the  funds  of  life  insurance,  fire  insurance,  and 
accident  insurance  companies.  Over  $2,000,000,000 
of  the  funds  of  bank  and  insurance  companies  are 
thus  employed,  and  there  is  not  a  man  or  woman  in 
the  United  States  who  is  a  bank  depositor  or  the  pro- 
spective beneficiary  of  an  insurance  policy,  that  is 
not  interested  in  securing  a  fair  return  upon  the  capi- 
tal invested  in  our  national  railroad  system. 

There  is  a  still  broader  view  that  may  be  taken  of 
the  regulation  of  railroad  finances  by  the  federal 
government,  one  which  includes  the  general  welfare. 
It  is  essential  to  the  prosperity  of  our  country  that 
its  railroad  system  should  keep  pace  with  its  needs. 
The  requirements  for  this  purpose  will  hereafter 
be  on  a  far  greater  scale  than  we  now  anticipate,  and 
while  the  fulfillment  of  these  requirements  is  made  the 
duty  of  private  corporations,  the  managements  of 
these  corporations  should  be  given  as  free  scope  for 
the  exercise  of  their  legitimate  corporate  powers  as 
is  consistent  with  the  provisions  of  our  state  and  fed- 
eral constitutions  and  with  the  welfare  of  the  people 
at  large. 

Among  these  legitimate  corporate  powers  is  that  of 
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acquiring  additional  capital  for  the  prosecution  of 
the  enterprises  in  which  they  are  engaged.  If  they 
are  no  longer  to  apply  any  part  of  their  current  income 
to  the  betterment  of  their  plant,  they  must  secure 
the  means  for  that  purpose  by  an  enlargement  of  their 
capitalization,  as  has  been  the  policy  of  the  British 
railway  companies.  They  have  also  to  obtain  the 
capital  for  new  construction.  In  Chapter  IX  the 
reasons  were  given  for  placing  the  sum  required  for 
these  two  purposes  at  not  less  than  $1,400,000,000 
annually  for  the  next  ten  years,  which  totalizes  about 
80  per  cent  of  the  present  capitalization  of  the  entire 
system.  This  large  sum  cannot  be  withdrawn  from 
the  working  capital  actively  engaged  in  commerce 
without  detriment  to  other  enterprises  in  which  the 
great  body  of  our  people  is  engaged.  Yet  if  it  is  not 
procured  in  advance  of  their  requirements,  and  in 
sufficient  amount,  these  very  enterprises  will  suffer 
and  with  them  the  general  prosperity  of  the  country. 
By  necessary  interaction,  the  prosperity  of  our  rail- 
road system  responds  to  the  prosperity  of  the  country 
that  it  serves.  Its  revenues  must  be  dependent  upon 
the  general  commercial  and  industrial  activity,  not 
as  an  exaction,  but  as  seed  reserved  from  the  harvest, 
to  be  replanted  in  expectation  of  an  ultimate  return 
which  is  to  be  divided  among  the  people  at  large  from 
whom  it  was  obtained. 

Money  in  itself  is  uninvested  capital.     It  accumu- 
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lates  where  it  can  be  employed  with  certainty  of  repay- 
ment on  demand,  and  therefore  at  a  low  rate  of  inter- 
est. It  can  only  be  attracted  to  more  permanent 
investments  by  the  prospect  of  larger  profits  and 
proportionately  as  the  venture  is  a  speculation.  In 
the  countries  of  Continental  Europe,  whose  rail- 
road service  is  in  the  hands  of  their  governments, 
capital  is  invested  in  railway  construction  without 
incurring  the  stockholder's  risk.  It  is  loaned  on  the 
credit  of  the  state,  and  at  a  low  rate  of  interest  be- 
cause of  the  security  of  the  investment.  Our  rail- 
road companies  must  attract  capital  from  those 
countries  by  offering  a  more  profitable  return.  The 
capital  thus  obtained  leaves  an  equal  amount  free 
to  be  applied  in  countless  ways  by  the  industrial 
energy  of  our  people.  The  international  banking 
houses  have  made  it  easy  for  accumulations  of  stag- 
nated capital  to  be  utilized  wherever  there  is  oppor- 
tunity for  it  to  be  invested  profitably;  and  it  is  to 
the  interest  of  our  laboring  people  especially  that  its 
investment  in  this  country  should  be  facilitated  by. 
appropriate  legislation.  It  matters  little  to  them 
whether  the  rate  of  interest  be  4,  5,  or  6  per  cent,  so 
that  the  principal  is  expended  in  the  construction  of 
works  on  which  they  can  be  employed.  This  is 
particularly  true  of  railroad  construction;  for  it  is 
the  continuing  extension  of  our  railway  system  that 
has  afforded  employment  to  the  ever  increasing  mem- 
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,bership  of  the  brotherhoods.  As  that  construction 
slackens,  their  prospect  for  promotion  and  for  profit- 
able occupation  will  be  diminished. 

If  the  railroads  are  to  be  operated  by  the  corpora- 
tions, they  should  certainly  be  so  managed  as  to 
produce  the  best  results  as  a  public  service ;  that  is, 
regulation  by  the  government  should  not  restrict 
private  capital  and  private  enterprise  until  it  be- 
comes injurious  to  the  service  which  they  perform 
or  to  the  public  welfare.  In  establishing  the  limit 
between  the  useful  and  the  injurious,  it  is  well  not  to 
define  that  limit  too  closely  in  advance,  but  when  in 
doubt  await  the  result  of  experience.  Neither  should 
the  government  undertake  too  strictly  to  regulate 
competition  at  the  call  of  rival  productive  or  commer- 
cial interests.  For  each  will  be  swift  to  demand  that 
the  weight  of  the  federal  authority  shall  be  thrown 
on  its  side  of  the  just  balance.  Here  again  the  wait- 
ing policy  can  do  less  harm  than  will  hasty  inter- 
ference. 

If  left  to  themselves,  the  competing  interests  will 
probably  reach  some  acceptable  compromise.  If 
that  be  not  reached  in  reasonable  time,  then  it  will 
be  best  to  attempt  to  establish  such  a  compromise 
by  arbitration,  after  a  patient  and  impartial  hearing. 
But  when  the  regulating  body  shows  an  evident  bias, 
it  has  no  further  influence  in  harmonizing  conflicting 
interests.  It  must  thereafter  rely  upon  its  auto- 

2L 
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cratic  authority.  The  corporation  is  then  put  in  the 
position  of  defendant  and  must  be  expected  to  avail 
itself  of  all  the  means  of  defense  to  which  the  defendant 
in  a  court  of  justice  would  be  legitimately  entitled. 
Still  more  is  this  the  privilege  of  a  corporation  when 
it  is  charged  with  misdemeanor  or  felony;  for  al- 
though the  courts,  which  at  first  would  not  attribute 
criminal  motives  to  a  corporation  itself,  are  now  dis- 
posed to  deprive  it  of  that  immunity,  it  should  be 
remembered  that  the  property  rights  which  it  has 
acquired  under  its  charter  are  in  fact  the  property 
rights  of  natural  persons,  who  have  been  in  no  way 
cognizant  of  the  conduct  of  their  representatives. 
In  this  day  of  general  investment  in  corporate  securi- 
ties, such  a  course  affects  perhaps  the  majority  of  our 
property-holding  citizens. 

And  while  duly  regulating  the  authority  of  the 
master  minds  that  are  instrumental  in  this  national 
work,  they  should  not  be  so  jealously  restricted  as 
to  hamper  and  discourage  them  in  its  prosecution. 
The  men  who  apparently  control  this  railroad  system 
are  in  fact  but  the  creatures  of  the  environment  in 
which  their  activity  has  been  developed.  Only  while 
they  continue  in  accord  with  that  environment  will 
they  and  the  corporations  under  their  management 
profit  by  their  activity.  These  captains  of  industry 
enjoy  no  hereditary  prerogatives  which  they  can 
transmit  to  their  posterity.  They  will  in  due  time 
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pass  away  and  be  forgotten,  like  their  predecessors; 
but  the  works  that  they  have  projected,  financed,  or 
constructed  will  remain  as  their  monuments,  immov- 
able as  the  Great  Pyramids. 

The  proposition  is  apparently  accepted  as  just  in 
the  regulation  of  corporations  in  general  that,  when 
an  economic  question  is  made  a  political  issue,  the 
sovereign  authority  should  be  invoked  to  forbid  the 
influence  of  corporate  interests  in  its  determination; 
that  is,  that  what  is  right  in  a  citizen  in  his  individual 
capacity  is  wrong  in  his  capacity  as  a  stockholder. 
Yet,  as  the  tendency  continues  to  incorporate  indus- 
trial activities,  the  time  is  coming  when  there  will  be 
very  few  economic  issues  that  will  not  affect  corporate 
interests  in  which  the  welfare  of  a  majority  of  our 
citizens  is  involved,  either  as  employees  or  as  investors. 

The  longer  thought  is  given  to  the  evolution  of  the 
modern  corporation  from  the  essentially  English 
conception  of  the  joint-stock  trading  company,  the 
more  one  is  impressed  with  the  feeling  that  it  has 
become  something  else  than  a  convenient  means  for 
the  aggregation  of  capital  for  the  resulting  profit. 
Corporate  activity  is  apparently  a  phase  of  the  social 
as  well  as  of  the  economic  evolution  of  European 
civilization,  developed  under  the  influences  of  the 
application  of  inorganic  forces  to  industrial  and  com- 
mercial pursuits,  which  began  with  the  substitution 
of  steam  for  animal  power.  Indeed,  it  would  seem 
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that  the  corporation  is  the  means  by  which  society  is 
passing  from  the  stage  of  individualism  to  that  of 
collectivism;  and  that  the  corporate  power  which  is 
to-day  exercised  for  the  benefit  of  stockholders  may 
to-morrow  be  seized  by  the  strong  hand  of  a  class  and 
be  exercised  for  the  benefit  of  that  class.  If  legisla- 
tion is  to  be  efficient  in  regulating  this  process  of  corpo- 
rate development  in  the  general  welfare,  either  as  an 
economic  or  as  an  ethical  issue,  it  should  be  directed 
to  the  regulation  of  the  natural  tendencies  of  the 
people  and  not  toward  suppressing  them.  Instead  of 
undertaking  to  regulate  all  things  by  the  prescience 
of  our  finite  wisdom,  it  might  be  well  to  leave  some 
of  them  to  be  determined  by  that  orderly  evolution 
of  events  which  is  designated  as  Providence. 

This  process  of  corporate  development  is  not  one 
in  which  the  hands  are  turned  back  on  the  clock  of 
Time.  It  is  a  great  economic  evolution,  of  which  we 
are  seeing  only  the  beginning,  and  we  appreciate 
it  only  by  the  ills  which  we  suffer  in  the  remodeling 
of  its  constituent  elements  into  forms  better  suited 
to  the  changing  environment.  If  we  have  faith  in 
the  evolution  plan  of  the  universe,  we  should  recognize 
the  necessity  for  giving  free  play  to  the  forces  which 
are  at  work  in  the  transformation  of  the  existing 
European  civilization  into  one  which  is  to  affect  every 
nation  and  every  race.  Our  own  government  should 
likewise  have  faith  in  the  ultimate  wisdom  of  the 
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masses  of  our  people,  unless  the  spirit  of  democracy 
is  antagonistic  to  the  principle  of  evolution,  and  must 
therefore  give  way  to  some  other  form  of  political  en- 
ergy. We  must  distinguish  between  such  regulation 
and  government  control,  or  we  will  find  our  individ- 
ual activity  burdened  by  that  paternal  bureaucracy 
which  now  fetters  the  industries  of  European  nations 
and  handicaps  their  people  in  their  efforts  to  better 
their  social  condition. 

It  is  important  that  we  should  agree  as  to  what  we 
mean  by  regulation,  which  may  be  likened  to  Herbert 
Spencer's  definition  of  Life,  "the  continuous  adjust- 
ment of  internal  relations  to  external  relations"; 
whereas,  in  discussions  on  this  subject,  regulation  is 
often  confused  with  control.  The  distinction  between 
the  two  terms  may  be  said  to  lie  in  the  fact  that  regu- 
lation is  the  establishment  of  a  rule  or  guiding  prin- 
ciple in  the  application  of  means  to  an  end;  while 
control  is  the  intervention  of  authority  in  directing 
such  application.  It  is  fundamentally  the  distinction 
between  a  law  and  an  edict ;  the  one  being  based 
upon  reason,  the  other  upon  power.  In  the  one  case, 
development  responds  to  changing  conditions  of 
environment ;  in  the  other,  it  \s  foreordained  to  con- 
form to  existing  conditions  as  interpreted  by  the 
sovereign  authority. 

Let  us  consider,  in  this  instance,  what  it  is  that  is 
to  be  regulated.  It  is  the  railroad  system  which 
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envelops  the  broad  area  of  our  land  in  its  meshes. 
The  original  conception  was  obtained  from  England, 
it  is  true,  but,  like  other  germs  of  thought,  whether 
religious,  political,  or  economic,  which  have  been 
introduced  from  the  same  source  into  this  country, 
it  has  been  so  much  more  affected  by  environment 
than  by  heredity  that  it  is  not  to  be  considered  as  a 
variety  of  the  English  railway  system,  like  that  of 
the  European  continent,  but  as  a  distinct  species. 
No  autocratic  will  dominated  its  development.  Its 
introduction  was  not  effected  under  the  auspices  of 
a  state  government,  whose  authority  was  directed  to 
controlling  the  route,  the  finances,  the  methods  of 
construction  and  operation.  Nor  is  it  like  the  rail- 
ways of  India,  China,  and  Egypt  —  an  exotic  trans- 
planted from  its  normal  environment  to  be  sedulously 
guarded  by  a  paternal  government  during  a  period 
of  acclimatization.  It  is  a  sturdy  plant  of  indigenous 
origin,  characteristic  of  the  soil  and  climate  in  which 
it  has  been  developed.  It  is  as  much  a  part  of  our 
social  and  political  order  as  is  our  common  school 
system.  Its  growth  has  been  contemporaneous  with 
our  growth  as  a  nation ;  its  ramifications  permeate 
our  material  substance;  and  our  political  coherence 
is  maintained  by  its  metallic  bonds  even  as  the  modern 
structure  of  concrete  is  held  together. 

The  American  railroad  system  has  been  automat- 
ically evolved  to  suit  the  expanding  requirements  of 
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the  country.  It  should  therefore  be  regulated  as  an 
entity  in  its  several  relations  as  a  concentration  of 
capital,  as  a  means  of  communication,  as  a  toll 
gatherer,  as  an  employer,  and  as  performing  a  public 
service.  It  is  not  to  be  regarded  merely  as  an  instru- 
mentality of  traffic,  but  also  as  a  medium  for  com- 
mingling our  heterogeneous  population,  for  prevent- 
ing it  from  stagnating  in  sectional  isolation,  for 
binding  the  sovereign  states  together  in  one  fraternal 
union.  This  is  what  it  has  done  for  the  East  and  for 
the  Middle  West;  it  is  what  it  should  do  for  the 
Rocky  Mountains  region  and  for  the  Pacific  coast. 

Consider  the  magnitude  of  this  system  !  Its  mile- 
age about  equals  the  accepted  distance  of  the  moon 
from  the  earth.  Its  employees  number  one  out  of 
every  twelve  of  our  adult  male  population.  The 
capital  invested  in  it  is  estimated  to  represent  one 
eighth  of  the  total  wealth  of  the  country,  and  its 
annual  revenues  to  be  three  times  those  of  the  federal 
government.  We  should  recognize  that  this  system 
has  not  been  superadded  to  long-existing  means  of 
internal  transportation.  It  has  not  superseded  other 
national  highways,  for  there  were  none  others  before 
it.  From  the  Atlantic  coast,  hemmed  in  by  almost 
continuous  ranges  of  mountains,  it  opened  the  way 
to  the  granaries  of  the  Mississippi  valley  and  of  the 
Western  prairies,  and  unlocked  the  treasure  vaults 
hidden  deep  beneath  the  Rocky  Mountains.  It  has 
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reversed  the  order  of  nature  by  diverting  the  course 
of  trade  from  those  extensive  regions,  against  the 
mighty  currents  flowing  to  the  Gulf  of  Saint  Lawrence 
and  to  the  Gulf  of  Mexico,  and  has  deflected  that 
course  to  our  Atlantic  ports.  It  has  undone  the  work 
of  Vasco  da  Gama  and  of  Magellan,  and  has  given 
to  the  route  across  the  North  American  continent 
that  commerce  with  the  Orient  which  the  Portuguese 
won  from  Marco  Polo  and  the  Venetians. 

Through  this  network  our  intercommunication  is 
maintained.  Let  its  instrumentality  cease  to  operate, 
and  our  commercial  and  social  vitality  must  become 
paralyzed.  The  more  efficiently  it  performs  its  func- 
tions, the  freer  will  the  vital  currents  flow.  Its  growth 
may  respond  to  some  external  stimulus,  but  its  evo- 
lution will  be  retarded  by  external  restriction.  These 
are  axiomatic  propositions  to  which  any  rational  plan 
of  regulation  must  conform.  Government  regula- 
tion in  this  respect  is  like  the  substitution  of  an  arti- 
ficial system  of  drainage  and  irrigation  for  one  that 
has  been  controlled  only  by  natural  causes ;  the  effi- 
cient forces  should  be  guided,  not  obstructed. 

As  our  railroad  system  has  been  normally  developed 
from  our  national  being,  so  it  partakes  of  our  national 
characteristics,  whether  good  or  bad;  therefore  in 
devising  remedies  for  the  evils  with  which  it  is  afflicted, 
we  should  remember  that  we  are  experimenting  with 
one  of  our  own  organs,  and  that  our  method  of  treat- 
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ment  will  certainly  react  upon  our  national  welfare. 
The  solution  of  problems  arising  in  railroad  regula- 
tion is  to  be  sought  in  the  application  of  the  prin- 
ciple announced  by  the  Supreme  Court:  that  when 
necessary  for  the  general  welfare,  the  sovereign  power 
may  be  invoked  to  regulate  the  manner  in  which  each 
shall  use  his  own  property.  But  let  the  exercise 
of  that  sovereign  power  be  carefully  limited  in  the 
general  welfare,  and  not  for  the  welfare  of  particular 
industrial  or  commercial  interests.  That  large  resid- 
uum of  citizens  who  are  ultimate .  consumers  and 
ultimate  investors,  they  have  as  well  a  right  to  be 
heard;  but  being  unorganized,  they  are  without  a 
voice ;  lacking  an  organ  of  expression,  they  can  only 
utter  inarticulate  cries.  Let  Congress  therefore  con- 
sider their  helpless  situation  in  applying  remedies 
for  the  ills  which  are  accompanying  the  inevitable 
evolution  of  corporate  institutions. 


APPENDIX   I 

RAILROAD  COMMISSIONS  IN  THE  UNITED  STATES 


STATE 

DATE 

TITLE 

REMARKS 

United  States 

1887 

Interstate  Commerce  Comm'n 

*!9o6 

Alabama     .     . 

1881 

*Railroad  Commissioners 

Arizona  .     .     . 

None 

Arkansas     .     . 

1899 

*Railroad  Commission 

California    .     . 

1879 

*Board  of  R.R.  Commissioners 

Colorado     .     . 

1885 

R.R.  Commissioner 

Abolished  1907 

Colorado     .     . 

1907 

*Railroad  Commission 

Connecticut     . 

1890 

Board  of  R.R.  Commissioners 

Delaware    .     . 

None 

Florida  .     .     . 

1887 

R.R.  Commissioners 

Abolished  1891 

Florida  .     .     . 

1897 

*Railroad  Commission 

Georgia       .     . 

1879 

*Railroad  Commission 

Idaho     .     .     . 

None 

Illinois    .     .     . 

1871 

*R.R.  &  Warehouse  Comm'n 

Indiana  .     .     . 

1905 

*Railroad  Commissioners 

Iowa  .... 

1878 

*Board  of  R.R.  Commissioners 

Kansas   .     .     . 

1883 

*Board  of  R.R.  Commissioners 

Abolished  1898 

Kansas   .     .     . 

1901 

*Board  of  R.R.  Commissioners 

Kentucky    .     . 

1880 

*Board  of  R.R.  Commissioners 

Kentucky    .     . 

1891 

*Railroad  Commission 

Louisiana    .     . 

1898 

*Railroad  Commission 

Maine     .     .     . 

1858 

*Railroad  Commissioners  L 

Maryland    .     . 

1910 

*Public  Service  Commission 

Massachusetts 

1869 

Board  of  R.R.  Commissioners 

Michigan     .     . 

1873 

Commissioner  of  Railroads 

Abolished  1907 

Michigan     .     . 

1907 

*Railroad  Commission 

Minnesota  .     . 

1871 

*R.R.  &  Warehouse  Comm'n 

Mississippi  .     . 

1884 

*Railroad  Commission  i 

Missouri      .     . 

1875 

*R.R.  &  Warehouse  Comm'rs 

Montana     .     . 

1907 

*R.R.  Commission 

Nebraska    .     . 

1885 

Board  of  Transportation 

Abolished  1901 

Nebraska    .     . 

1907 

*Railway  Commission 

Nevada  .     .     . 

1907 

*Railway  Commission 

*  With  authority  over  rates. 
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RAILROAD  COMMISSIONS  —  (Continued) 


STATE 

DATE 

TITLE 

REMARKS 

New  Hampshire 

1890 

Board  of  R.R.  Commissioners 

New  Hampshire 

1909 

*Railroad  Commission 

New  Jersey  .     . 

1907 

Board  of  R.R.  Commissioners 

New  Mexico    . 

None 

New  York  .     . 

i855 

Board  of  R.R.  Commissioners 

Abolished  1857 

New  York  .     . 

1883 

Board  of  R.R.  Commissioners 

New  York   .     . 

1907 

*Public  Service  Commissions 

North  Carolina 

1891 

*Board  of  R.R.  Commissioners 

Abolished  1899 

North  Carolina 

1899 

""Corporation  Commission 

North  Dakota 

1889 

*Corporation  Commission 

Ohio  .... 

1867 

Comm'r.  of  R.R.  &  Telegraphs 

Ohio  .... 

1906 

*  Railroad  Commission 

Oklahoma   .     . 

1907 

*Corporation  Commission 

Constitution 

Oregon    .     .     . 

1887 

Board  of  R  R.  Commissioners 

Abolished  1898 

Oregon    .     .     . 

1907 

*Railroad  Commission 

Pennsylvania  . 

1908 

*State  R.R.  Commission 

Rhode  Island  . 

1844 

Railroad  Commissioner 

Abolished  1868 

Rhode  Island  . 

1872 

*Railroad  Commissioner 

South  Carolina 

1878 

*Railroad  Commission 

South  Dakota 

1889 

Board  of  R.R.  Commissioners 

South  Dakota 

1897 

*Board  of  R.R.  Commissioners 

Tennessee  '  .     . 

1883 

Railroad  Commission 

Abolished  1884 

Tennessee    .     . 

1897 

*Railroad  Commission 

Texas      .     .     . 

1891 

*Railroad  Commission 

Utah  .... 

None 

Vermont      .     . 

i8SS 

Board  of  R.R.  Commissioners 

Abolished  1906 

Vermont      .     . 

1906 

*Board  of  R.R.  Commissioners 

Virginia  .    .     . 

1877 

Railroad  Commissioner 

Virginia  .     .     . 

1902 

""Corporation  Commission 

Constitution 

Washington 

IQOS 

*Railroad  Commission 

West  Virginia 

None 

Wisconsin    .     . 

1874 

*Railroad  Commission 

Wyoming    .     . 

None 

*  With  authority  over  rates. 

Corrected   to  December  i,  1910,  by  Edward   A.  Moseley,  Esq., 
Secretary  Interstate  Commerce  Commission. 
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RAILWAY  OPERATING  STATISTICS  ;   1901  TO  1910 

Compiled  for  the  Interstate  Commerce  Commission 


YEAR 

OPERATING 
REVENUES 

OPERATING 

EXPENSES 

NET  REVENUES 

1901    .... 

$1,572,960,868 

$995,739,697 

$577,221,171 

1902   .... 

1,710,012,212 

1,080,829,418 

629,182,794 

1903  ..... 

1,882,695,212 

1,217,909,213 

664,785,999 

1904  .... 

1,954,360,360 

1,293,122,933 

661,237,427 

1905  .... 

2,062,763,957 

1,344,778,305 

717,985,652 

1906  .... 

2,305,472,036 

1,488,060,783 

817,411,253 

1907  .... 

2,564,701,422 

1,690,080,341 

874,621,081 

1908  .... 

2,441,613,253 

1,708,645,641 

732,967,612 

1909  .... 

2,473,827,401 

1,650,494,318 

823,333,083 

1910  .... 

2,818,411,419 

1,885,562,441 

932,848,978 

YEAR 

MILES 
OPERATED 

AVERAGE  PER  MILE  OPERATED 

Operating 
Revenues 

Operating 
Expenses 

Net 
Revenues 

I9OI      

I95,56l 
200,154 
205,313 
212,243 
216,973 
222,340 
227,454 
230,494 
235,402 
238,411 

$8,043 

8,543 
9,170 
9,208 

9,507 
10,369 

n,275 
io,593 
10,509 
11,822 

$5,092 
5,400 
5,932 
6,093 
6,198 
6,693 
7,430 

7,413 
7,011 

7,909 

$2,951 
3,143 
3,238 
3,H5 
3,309 
3,676 

3,845 
3,180 

3,498 
3,913 

IOO2    . 

IQO3    . 

IQO4.    . 

ICXX    . 

IQO6    . 

IQO7    . 

IQO8    . 

IQOQ    . 

IOIO    . 
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RAILWAY  DIVIDENDS  DECLARED  ;    1888  TO  1910 

Compiled  for  the  Interstate  Commerce  Commission 


YEARS 

PER  CENT  OF 
STOCK  PAYING 
DIVIDENDS 

AMOUNT  OF 
STOCK  PAYING 
DIVIDENDS 

AMOUNT 

PAID  IN 

DIVIDENDS 

AVERAGE 
RATE  PAID  ON 
DIVIDEND- 
PAYING  STOCK 

1910.     .     . 

67.20 

$5,424,114,782 

$405,131,650 

7-47 

1909  .     .     . 

64.01 

4,920,174,118 

321,071,626 

6-53 

1908  .     .     . 

65.69 

4,843,370,740 

390,695,351 

8.07 

1907  .     .     . 

67.27 

4,948,756,203 

308,088,627 

6.23 

1906  .     .     . 

66.54 

4,526,958,760 

272,795,974 

6.03 

1905  •     -     • 

62.84 

4,119,086,714 

237,964,482 

5-78 

1904  .     .     . 

57-47 

3,643,427,319 

221,941,049 

6.09 

1903  -     -     • 

56.06 

3,450,737,869 

196,728,176 

5-70 

1902  .     .     . 

55-40 

3,337,644,681 

185,391,655 

5-55 

1901  .     .     . 

5I-27 

2,977,575,179 

156,735,784 

5.26 

1900  .     .     . 

45-66 

2,668,969,895 

139,597,972 

5-23 

1899  .     .     . 

40.61 

2,239,502,545 

111,009,822 

4-96 

1898  .     .     . 

33-74 

1,818,113,082 

96,152,889 

5-29 

1897  .     .     . 

29.90 

1,603,549,978 

87,110,599 

5-43 

1896  .     .     . 

29.83 

1,559,024,075 

87,603,371 

5.62 

1895.     .     . 

29.94 

1,485,618,453 

85,287,543 

5-74 

1894  .     .     . 

36.57 

1,767,925,565 

95,515,226 

5-40 

1893-     -     • 

38.76 

1,809,600,846 

*   100,929,885 

5-58 

1892  .     .     . 

39-40 

1,825,705,437 

97,614,745 

5-35 

1891  .     .     . 

40.36 

1,796,390,636 

9I,H7,9I3 

5-07 

1890  .     .     . 

36.24 

1,598,131,933 

87,071,613 

5-45 

1889  .     .     . 

38.33 

1,629,750,927 

82,110,198 

5-04 

1888  .     .     . 

38.56 

1,490,267,149 

80,238,065 

5-38 
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RAILWAY  CAPITALIZATION  BY  TERRITORIAL  GROUPS 

1907-1908 

Compiled  front  Reports  of  Interstate  Commerce  Commission 


CAPITALIZATION  PER  MILE 

PERCENTAGE 

GROUPS 

MILEAGE 

CAPITALIZATION 

Funded 

Stock 

Total 

Funded 

Stock 

Debt 

Debt 

I      .     . 

7,956 

745,861,317 

53,193 

40,556 

93,749 

56.74 

43.26 

II      .     . 

23,182 

3,374,411,159 

78,011 

63,236 

141,247 

55-23 

44-77 

Ill      .     . 

25,044 

2,321,847,010 

52,966 

39,744 

92,710 

57.13 

42.87 

IV  ,  .     . 

14,388 

903,742,166 

36,240 

26,578 

62,818 

57.69 

42.31 

V      .    . 

28,118 

I,3i9,797,i32 

31,406 

i5,53i 

46,937 

66.91 

33.09 

VI     .     . 

50,135 

2,705,189,412 

29,488 

24,430 

53,9i8 

54.69 

45-31 

VII      .    . 

13,082 

773,978,084 

30,310 

28,853 

59,^3 

51.23 

48.77 

VIII     .    . 

32,290 

2,108,377,808 

40,513 

27,879 

68,392 

59.23 

40.77 

IX      .    . 

17,776 

719,332,737 

23,323 

17,143 

40,466 

57.66 

42.34 

X      .     . 

21,706 

1,795,008,002 

38,570 

44,127 

82,697 

46.64 

53.36 

Total     . 

233,677 

16,767,544,827 

40,205 

31,550 

7i,755 

56.03 

43-96 

Group  I.         The  New  England  States. 

Group  II.       The  Middle  States,  including  Maryland. 

Group  III.      Ohio,  Indiana  and  Michigan  (except  north- 
ern peninsula). 

Group  IV.      West  Virginia  and  the  South  Atlantic  States, 
excluding  Georgia. 

Group  V.       The  other  Southern  States,  south  of  the 
Ohio  and  east  of  the  Mississippi. 
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Group  VI.  The  region  east  of  the  Missouri  and  west 
of  Indiana. 

Group  VII.  The  region  between  the  upper  Missouri  and 
the  Rocky  Mountains,  including  the 
northern  portion  of  Colorado. 

Group  VIII.  The  region  west  of  the  lower  Mississippi, 
excluding  Louisiana,  including  Oklahoma, 
Kansas,  the  "Panhandle  "  of  Texas,  and 
the  northern  portion  of  New  Mexico. 

Group  IX.  Louisiana,  Texas,  and  the  southeastern 
portion  of  New  Mexico. 

Group  X.  The  remainder  of  the  United  States  to  the 
Pacific  coast. 
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RAILWAY  CAPITALIZATION,  1909  COMPARED  WITH  1908 

Compiled  from  Reports  of  Interstate  Commerce  Commission 
TOTAL  CAPITALIZATION 


1909 

1908 

INCREASE 

PER 

CENT 

Mortgage  bonds   . 
Other  funded  debt 
Equipment  trusts  . 

$6,942,012,066 
2,551,709,263 
307,869,061 

$6,610,189,953 

2,439,549,769 
344,592,782 

$331,822,113 
112,159,494 
*36,723,72i 

Total        funded 
debt.     .     .     . 

$9,801,590,390 

$9,394,332,504 

$407,257,886 

4-33 

Preferred  stock     . 
Common  Stock 

$1,467,896,060 
6,218,382,485 

$1,462,860,893 
5,910,351,430 

$5,o35,i67 
$308,031,055 

Total  Stock  .     . 

$7,686,278,545 

$7,373,212,323 

$313,066,222 

4.24 

Capitalization  .     . 

$17,487,868,935 

$16,767,544,827 

$720,324,108 

4.29 

*Decrease. 
PROPORTION  or  CAPITALIZATION 

1909 

1908 

Stock    

43-09 

43-97 

Funded  debt  

AVERAGE  COST  PER  MILE 

1909 

1908 

INCREASE 

PER 

CENT 

Mileage     

236,868 

233  4.68 

3  4.OO 

I  A.< 

Funded  debt  

$4.1,380 

$AO  238 

$1.142 

2.83 

Stock    

•3  2.  A  CO 

31   ^8l 

869 

2  7T 

Total  canitalization  . 

$73.8^0 

$71.810 

$2.011 

7.8T 

2M 
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INTEREST  PAID  ON  FUNDED  DEBT 


CAPITAL 

PER  CENT  OF  TOTAL 

1909 

1908 

Nothing  paid     .... 

$718,351,332 

23>507,I35 
1,162,139,230 
4,884,952,159 

1,778,903,551 
752,233,310 
173,016,053 
618,553 

7.6 

0.2 
12.2 
51-5 

18.8 

7-9 
1.8 

7.2 
0.4 
12.9 
50.1 
19-3 

8.2 

1.9 

Less  than  three  per  cent  . 
Three  per  cent  .... 

.     .    . 

Four  per  cent     .     .     . 

Five  per  cent     .... 

Six  per  cent  

Seven  per  cent  .... 

Eight  per  cent   .... 

Equipment  trusts  .     .     . 

$9,493,741,329 
307,869,061 

Total  funded  debt  .     . 

$9,801,590,390 

1909 

1908 

INCREASE 

Paid  on  funded  debt     .     . 
Average  rate  

$364,050,105 
3-83% 

$343,516,671 
3-79% 

$20,533,434 
0.04% 

DIVIDENDS  PAID  ON 

STOCK 

CAPITAL 

PER  CENT  OF  TOTAL 

1909 

1908 

Nothing  paid  

$2,766,104,427 
25,287,850 
237,969,488 
187,646,949 
657,017,677 
1,010,297,928 
918,135,239 
953,964,474 
415,867,740 
56,896,260 
457,090,513 

36.0 
0-3 
3-1 
2-5 
8.6 

i3-i 
11.9 
12.4 

5-4 
0.7 
6.0 

34-3 

3-2 

2.4 
0.7 
7-6 

"•3 
12.4 

13.5 
3-6 
0.8 

IO.2 

Less  than  two  per  cent     .... 
Two  per  cent  

Three  per  cent    

Four  per  cent      

Five  per  cent  

Six  per  cent    

Seven  per  cent    

Eight  per  cent     

Nine  per  cent      

Ten  per  cent  and  above    .... 

Total  Stock 

$7.686.278.<;/K 
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SOURCES  OF  DIVIDENDS 


!  IQOQ 

IQ08 

DECREASE 

From  current  income    .     . 
From  surplus  

$267,867,637 
"?3.  2O3.080 

$305,410,947 
8^,284,404 

$37,543,310 
32,080.41  ^ 

Total  paid  
Average  rate    .... 

$321,071,626 
4.l8% 

$390,695,351 
5-02% 

$69,623,725 
0.84% 

APPENDIX  VI 

INTERBOROUGH  METROPOLITAN  SYSTEM 
(Holding  Company) 

By  exchange  of  securities,  controls  majority  interest  in 
Interborough-Rapid  Transit  Co., 
Metropolitan  Securities  Co.,  and 
Metropolitan  Street  Ry.  Co. 


INTERBOROUGH  RAPID  TRANSIT  Co. 
(Holding  Company) 

Controls  by  lease 

New  York  City  Subway  System,  with  Brooklyn  Exten- 
sion, and 
Manhattan  Ry.  Co.  (Elevated  System). 

By  majority  interest 

N.Y.  City  Interborough  Railway  Co.,  ( 
N.Y.  &  Long  Island  R.R.  Co.  (Steinway  Tunnel), 
N.Y.  &  Queens  County  Ry.  Co., 
City  Island  R.R.  Co., 
Pelham  Park  Ry.  Co. 
Subway  Realty  Co., 

Rapid  Transit  Subway  Construction  Co., 
and  an  equal  interest  with  the  Long  Island  R.R.  Co.  in 
N.Y.  &  Long  Island  Traction  Co.  and 
Long  Island  Electric  Ry.  Co. 

532 
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METROPOLITAN  SECURITIES  Co. 
(Holding  Company) 

Controls 

Jerome  Park  Ry.  Co.  (owns  all  securities), 

Fulton  St.  R.R.  Co.  (owns  all  stock), 

28th  &  2gth  St.  Crosstown  Ry.  Co.  (owns  all  stock), 

Wall  &  Cortlandt  St.  Ferries  Co.  (owns  all  stock),  no  road, 

N.Y.,  West  Chester  &  Connecticut  Traction  Co.  (owns  all 

stock) , 

Electric  Storage  Battery  Co.  (stock  interest), 
New  York  Transportation   Co.   (stock  interest),  which 
company  controls 

Fifth  Avenue  Coach  Co., 
Park  Coach  Co., 

and  also 
New  York  City  Ry.  Co.  (owns  all  stock). 


NEW  YORK  CITY  RY.  Co. 
(Holding  Company) 

Controls 

People's  Traction    Co.,   franchises   only  in   the  Bronx 
(owns  all  stock), 

and  by  lease 
Metropolitan  Street  Ry.  Co. 
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METROPOLITAN  STREET  RY.  Co. 

Also-operates 

34th  St.  Crosstown  Ry.  Co.  (owns  all  stock),  and 
Fort  George  &  nth  Avenue  R.R.  Co.  (majority  interest); 

And  by  lease 

Broadway  &  Seventh  Avenue  R.R.  Co., 

Second  Avenue  R.R.  Co., 

N.Y.  &  Harlem  R.R.  Co.  (Fourth  Avenue  and  Madison 

Avenue  line), 

42d  &  Grand  St.  Ferry  R.R.  Co., 
Ninth  Avenue  R.R.  Co., 
Eighth  Avenue  R.R.  Co., 
Sixth  Avenue  R.R.  Co., 
Central  Park,  North  &  East  River  R.R.  Co., 
Christopher  &  loth  St.  R.R.  Co., 
Bleecker  St.  &  Fulton  Ferry  R.R.  Co., 
23d  St.  Railway, 
34th  St.  Crosstown  Ry.  Co., 
and  Third  Ave.  R.R.  Co. 


THIRD  AVENUE  R.R.  Co. 

also  operates  the  following  companies,  whose  stock  is 
owned  by  the  New  York  City  Ry.  Co.  and  pledged 
under  Consolidated  Mortgage  of  Third  Avenue  R.R. 

Co.;  viz.: 

42nd  St.,  Manhattanville  &  St.  Nicholas  Ave.  R.R.  Co., 
Kingsbridge  R.R.  Co., 

Dry  Dock,  East  Broadway  &  Battery  R.R.  Co., 
Southern  Boulevard  R.R.  Co., 
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Westchester  Electric  R.R.  Co., 
Tarry  town,  White  Plains  &  Mamaroneck  Ry.  Co., 
Yonkers  R.R.  Co., 
Union  Ry.  Co.,  which  also  operates 
Bronx  Traction  Co. 

NOTE.  —  The  Interborough  Metropolitan  Company  is  con- 
trolled by  a  voting  trust  of  five  members,  whose  trust  expired 
on  March  6,  1911,  with  power  to  them  to  extend  the  trust  for 
five  years.  Vacancies  in  the  trusteeship  are  to  be  filled  by 
nominees  severally  of  each  of  three  moneyed  interests. 
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INCREASE  IN  POPULATION  OF  THE  UNITED  STATES  ; 
1840  TO  1910 

INCREASE  IN  POPULATION  ;    1840  TO  1860 


POPULATION  PER  SQUARE 

STATES  IN 

1840 

1860 

INCREASE 

PER 

PITXIT 

MILE 

Area 

1840 

1860 

Maine      .     .     . 

501,795 

628,279 

126,486 

25 

33,040 

IS 

19 

New  Hampshire 

284,574 

326,073 

41,499 

U 

9,305 

30 

35 

Vermont  .     .     . 

291,948 

315,098 

23,150 

7 

9,56s 

30 

33 

Massachusetts  . 

737,699 

1,231,066 

493,367 

66 

8,315 

86 

148 

Rhode  Island     . 

108,830 

174,620 

65,790 

60 

1,250 

87 

131 

Connecticut 

309,978 

460,147 

150,169 

48 

4,990 

63 

92 

Group  I     .     . 

2,234,822 

3,135,283 

900,461 

40 

66,465 

33 

47 

New  York     .     . 

2,428,921 

3,880,735 

1,451,814 

60 

49,i7o 

4i 

79 

New  Jersey 

373,306 

672,035 

298,729 

80 

7,8i5 

47 

86 

Pennsylvania     . 

1,724,033 

2,906,215 

1,182,182 

68 

45,215 

38 

64 

Delaware      .     . 

78,085 

112,216 

34,131 

43 

2,050 

38 

54 

Maryland     .     . 

470,019 

687,049 

217,030 

46 

12,210 

38 

56 

Dist.  Columbia 

43,712 

75,o8o 

31,368 

71 

70 

624 

1071 

Group  II   .     . 

5,118,076 

8,333,330 

3,215,254 

63 

116,530 

44 

71 

Ohio    .... 

1,519,467 

2,339,5" 

820,044 

54 

41  ,060 

37 

57 

Michigan      .     . 

212,267 

749,113 

536,846 

253 

58,915 

4 

12 

Indiana    .     .     . 

685,866 

1,350,428 

664,562 

97 

36,350 

19 

37 

Illinois      .     .     . 

476,183 

i,7ii,95i 

1,235,768 

260 

56,650 

8 

30 

Missouri  .     .     . 

383,702 

1,182,012 

798,310 

205 

69,415 

5 

17 

Group  III  .     . 

3,277,485 

7,333,015 

4,055,530 

124 

262,390 

12 

28 

Wisconsin     .     . 

30,945 

775,88i 

744,936 

2407 

56,040 

0.5 

13 

Minnesota    .     . 

172,023 

172,023 

83,365 

2 

Iowa    .... 

43,H2 

674,913 

631,801 

1465 

56,025 

0.8 

12 

Nebraska      .    . 

28,841 

28,841 

77,510 

0-3 

Kansas     .     .     . 

107,206 

107,206 

82,080 

1-3 

Group  IV  .     . 

74,057 

1,758,864 

1,684,807 

2275 

355,020 

O.2 

5 

536 


APPENDIX   VII 


537 


INCREASE  IN  POPULATION;   1840  TO  1860  —  (Continued] 


STATES  IN 
GROUPS 

1840 

1860 

INCREASE 

PER 
CENT 

POPULATION  PER  SQUARE 
MILE 

Area 

1840 

1860 

Virginia,  incl. 
West  Virginia 
North  Carolina 
South  Carolina 
Georgia   .     .     . 

1,239,797 
753,419 
S94,3o8 
691,392 

1,596,318 
992,622 
703,708 
1,057,286 

356,521 
239,203 
109,310 
365,894 

28 

3i 
18 

53 

67,230 
52,250 
30,570 
59,475 

20 
14 
19 
ii 

23 
19 
23 

18 

Group  V  .     . 

3,279,006 

4,349,934 

1,070,928 

32 

209,525 

IS 

20 

Florida    .     .     . 
Alabama      .     . 
Mississippi  .     . 
Louisiana     .     . 

54,477 
590,756 
375,651 
352,4" 

140,424 
964,201 
791,305 
708,002 

85,947 
373,445 
415,654 
355,591 

158 
60 
117 
109 

58,680 
52,250 
46,810 
48,720 

O.Q 
ii 
8 
7 

2-5 

18 
17 
14 

Group  VI      . 

1,373,295 

2,603,932 

1,230,637 

90 

206,460 

6 

12 

Kentucky    .     . 
Tennessee    .     . 

779,828 
829,210 

1,155,684 
1,109,801 

375,856 
280,591 

48 
34 

40,400 
42,050 

19 
19 

28 
26 

Group  VII    . 

1,609,038 

2,265,485 

656,447 

40 

82,450 

19 

27 

Arkansas     .     . 
Texas      .    .    . 
Indian  Ter'ry 
Oklahoma    .     . 

97,574 

435,450 
604,215 
unorgan'd 
unorgan'd 

337,876 
604,215 

346 

53,850 
265,780 

1.6 

8 
2.3 

Group  VIII  . 

97,574 

1,039,665 

942,091 

319,630 

North  Dakota  . 
South  Dakota  . 
Montana      .     . 
Wyoming    .     . 
Idaho      .     .     . 

} 

4,837 

148,445 

146,080 
97,890 
84,800 

0.03 

Group  IX     . 

4,837 

477,215 

Colorado      .    . 
Utah  .... 
Nevada  .     .     . 

34,277 

40,273 
6,857 

103,925 
84,970 
110,700 

0.33 
0.47 
0.06 

Group  X  .     . 

81,407 

299,595 

0.30 

Arizona  .     .     . 
New  Mexico     . 

unorgan'd 
93,5i6 

113,020 
122,580 

0.8 

Group  XI      . 

235,600 

0.39 

California    .    . 
Oregon    .    .    . 
Washington 

379,904 
52,465 
",594 

158,360 
96,030 
69,180 

2-4 
0.6 

O.2 

Group  XII    . 

444,053 

323,570 

1-37 
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1840  TO  1860;  STATES  IN  GROUPS 


POPULATION  PER  SQUARE 

GROUP 

1840 

1860 

INCREASE 

PER 

MILE 

Area 

1840 

1860 

I  ... 

2,234,822 

3,135,283 

900,461 

40 

66,465 

33 

47 

II  ... 

5,118,076 

8,333,330 

3,215,254 

63 

"6,530 

44 

71 

m  .  .  . 

3,277,485 

7,333,015 

4,055,530 

124 

262,930 

12 

28 

IV  ... 

74,057 

1,758,864 

1,684,807 

2275 

355,020 

0.2 

5 

V  ... 

3,279,006 

4,349,934 

1,070,928 

32 

209,525 

IS 

20 

VI  ... 

1,373,295 

2,603,932 

1,230,637 

90 

206,460 

6 

12 

VII  .    .    . 

1,609,038 

2,265,485 

656,447 

40 

82,450 

19 

27 

VIII  .    .    . 

97,574 

1,039,665 

942,091 

945 

319,630 

0.16 

3-3 

IX  ... 

4,837 

4,837 

477,215 

O.OI 

X  ... 

81,407 

81,407 

299,595 

0.27 

XI  ... 

93,5i6 

93,5i6 

235,600 

0.4 

XII  .     .    . 

444,053 

444,053 

323,570 

1.4 

UnitedStates 

17,063,353 

31,443,321 

14,379,968 

84 

2,954,990 

10.6 

I-VIII    .     . 

17,063,353 

30,819,508 

13,756,155 

80 

1,619,010 

18.4 

IX-XII  .    . 

623,813 

i,335,98o 

0.36 

I-VIII  in  1860,  0.980  of  total  population  with  0.548  of  total  area. 
IX-XII  in  1860,  0.020  of  total  population  with  0.452  of  total  area. 


INCREASE  IN  POPULATION,  1860  TO  1870 


PER  SQUARE 

STATES  IN 

1860 

1870 

INCREASE 

PER 

MILE 

1860 

1870 

Maine      .     .    . 

628,279 

626,915 

(dec.)  i,  364 

(dec.)  0.2 

19 

19 

New  Hampshire 

326,073 

318,300 

(dec.)  7,773 

(dec.)  2.4 

35 

34 

Vermont  .     .     . 

315,098 

330,551 

15,453 

5 

33 

34 

Massachusetts  . 

1,231,066 

1,457,351 

226,285 

18 

148 

175 

Rhode  Island     . 

174,620 

217,350 

42,733 

24 

131 

174 

Connecticut  .     . 

460,147 

537,454 

77,307 

17 

92 

108 

Group  I    .    . 

3,135,283 

3,487,924 

352,641 

zi 

47 

52 

New  York     .    . 

3,880,735 

4,382,759 

502,024 

13 

79 

89 

New  Jersey  .    . 

672,035 

906,096 

234,061 

35 

86 

116 

Pennsylvania     . 

2,906,215 

3,521,951 

615,736 

21 

64 

77 

Delaware       .     . 

112,216 

125,015 

12,799 

II 

54 

61 

Maryland      .     . 

687,049 

780,894 

93,845 

13 

56 

Dist.  Columbia 

75,080 

131,700 

56,620 

75 

1071 

1881 

Group  II    .     . 

8,333,330 

9,848,415 

1,515,085 

18 

71 

84 
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INCREASE  IN  POPULATION,  1860  TO  1870 — (Continued} 


POPULATION  PER 

STATES  IN 

1860 

1870 

INCREASE 

PER 

SQUARE  MILE 

1860 

1870 

Ohio     .... 

2,339,5" 

2,665,260 

325,749 

14 

57 

Michigan       .     . 

749,113 

1,184,059 

434,946 

58 

12 

20 

Indiana     .     .     . 

1,350,428 

1,680,637 

330,209 

24 

37 

46 

Illinois      .     .     . 

1,711,951 

2,539,891 

827,940 

48 

30 

45 

Missouri  .     .     . 

1,182,012 

1,721,295 

539,283 

46 

I? 

25 

Group  1H      . 

7,333,015 

9,791,142 

2,458,127 

33 

28 

37 

Wisconsin      .     . 

775,881 

1,054,670 

278,789 

36 

13 

19 

Minnesota    .     . 

172,023 

439,706 

267,683 

155 

2 

5 

Iowa    .... 

674,913 

1,194,020 

519,107 

76 

12 

21 

Nebraska      .     . 

28,841 

122,993 

94,152 

327 

0-3 

1.6 

Kansas      .     .     . 

107,206 

364,397 

257,193 

240 

1-3 

4-4 

Group  IV  .     . 

1,758,864 

3,175,788 

1,416,924 

80 

5 

9 

Virginia,  incl. 

West  Virginia 

1,596,318 

1,667,177 

70,859 

5 

23 

25 

North  Carolina  . 

992,622 

1,071,361 

78,739 

8 

19 

20 

South  Carolina  . 

703,708 

705,606 

1,898 

0.3 

23 

23 

Georgia     .     .     . 

1,057,280 

1,184,109 

126,823 

12 

18 

2O 

Group  V    .     . 

4,349,934 

4,628,253 

278,319 

6 

20 

22 

Florida     .     .     . 

140,424 

187,748 

47,324 

33 

2-5 

3-2 

Alabama        .     . 

964,201 

996,992 

32,791 

3 

18 

19 

Mississippi    .     . 

791,305 

827,922 

36,617 

4 

17 

18 

Louisiana 

708,002 

726,915 

18,913 

2 

14 

14 

Group  VI  .     . 

2,603,932 

2,739,577 

135,645 

5 

12 

13 

Kentucky      .     . 

1,155,684 

1,321,011 

165,327 

14-3 

28 

32 

Tennessee      .     . 

1,109,801 

1,258,520 

148,719 

13-4 

26 

29 

Group  VII      . 

2,265,485 

2,579,531 

314,046 

13-8 

27 

31 

Arkansas       .    . 

435,450 

484,491 

49,021 

II 

8 

9 

Texas  .... 

604,215 

818,579 

214,364 

35 

2.3 

3 

Indian  Ter'ry     . 

unorgan'd 

Oklahoma      .     . 

unorgan'd 

Group  VIII    . 

1,039,665 

1,303,050 

263,385 

25 

3-3 

4 

Dakota     .     .     . 

4,837 

14,181 

9,344 

193 

Montana  .     .     . 

20,595 

Wyoming      .     . 

9,118 

Idaho 

14,999 

Group  IX  .     . 

4,837 

58,893 

54,056 

1116 

O.OI          0.12 
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INCREASE  IN  POPULATION,  1860  TO  1870  —  (Continued) 


STATES  m 
GROUPS 

1860 

1870 

INCREASE 

PER 
CENT 

POPULATION  PER 
SQUAJRE  MILE 

1860 

1870 

Colorado  .  . 
Utah  .... 
Nevada  .  .  . 

34,277 
40,273 
6,857 

39,864 
86,786 
42,491 

5,587 
46,513 
35,634 

16 
"5 

5i9 

0.33 
0.47 
0.06 

0-37 
i.  02 
0.38 

Group  X   .    . 

81,407 

169,141 

87,734 

107 

0.27 

0-57 

Arizona  .  .  . 
New  Mexico 

unorgan'd 
93,Si6 

9,658 
91,874 

Group  XI  .     . 

93,Si6 

101,532 

8,016 

8 

0.39 

0-43 

California  .  . 
Oregon  .  .  . 
Washington 

379,994 
52,465 
",594 

560,247 
90,923 
23,955 

180,253 
38,458 
12,361 

48 

73 
106 

2.40 
0.60 

0.20 

3-53 
0.94 

0-34 

Group  XII     . 

444,053 

675,125 

231,072 

52 

i-37 

2.08 

1860  TO  1870 ;  STATES  IN  GROUPS 


POPULATION  PER 

GROUP 

1860 

1870 

INCREASE 

PER 

SQUARE  MILE 

1860 

1870 

I    .... 

3,135,283 

3,487,924 

352,641 

ii 

47 

52 

II    .... 

8,333,330 

9,848,415 

1,515,085 

18 

7i 

84 

m  .  .  .  . 

7,333,015 

9,791,142 

2,458,127 

33 

28 

37 

IV    .... 

1,758,864 

3,175,788 

1,416,924 

80 

5 

9 

v  .... 

4,349,934 

4,628,253 

278,319 

6 

20 

22 

VI    .... 

2,603,932 

2,739,577 

135,645 

5 

12 

13 

VII     .... 

2,265,485 

2,579,531 

314,046 

14 

27 

31 

VIII     .... 

1,039,665 

1,303,050 

263,385 

25 

3-30 

4 

IX    .... 

4,837 

58,893 

54,056 

1116 

O.OI 

0.12 

X     .... 

81,407 

169,141 

87,734 

107 

0.27 

o.S7 

XI     .... 

93,5i6 

101,532 

8,016 

8 

0.39 

0-43 

XII     .... 

444,053 

675,125 

231,072 

52 

1.37 

2.08 

United  States     . 

31,443,321 

38,558,371 

7,115,050 

22 

10.6 

13-0 

I-VIII      .     .     . 

30,819,508 

37,553,680 

6,734,172 

22 

18.4 

23-2 

IX-XII    .     .     . 

623,813 

1,004,691 

380,878 

6l 

0.36 

0-75 

I-VIII  in  1870,  0.907  of  total  population  with  0.548  of  total  area. 
IX-XII  in  1870,  0.093  of  total  population  with  0.452  of  total  area. 
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INCREASE  IN  POPULATION,  1870  TO  1900 


POPULATION  PER 

STATES  IN 

1870 

1900 

INCREASE 

PER 

SQUARE  MILE 

1870 

1900 

Maine  .... 

626,915 

694,466 

67,55i 

10 

19 

21 

New  Hampshire 

318,300 

4H,588 

93,228 

29 

34 

44 

Vermont  .     .     . 

330,551 

343,641 

13,090 

4 

34 

36 

Massachusetts  . 

1,457,351 

2,805,346 

1,347,995 

92 

175 

337 

Rhode  Island 

217,353 

428,566 

211,213 

97 

174 

342 

Connecticut 

537,454 

908,420 

370,966 

69 

108 

182 

Group  I     .     . 

3,487,924 

5,592,027 

2,104,103 

60 

52 

84 

New  York     .     . 

4,382,759 

7,268,894 

2,886,135 

66 

89 

148 

New  Jersey  .     . 

906,096 

1,883,669 

977,573 

107 

116 

241 

Pennsylvania     . 

3,521,951 

6,302,115 

2,780,164 

79 

77 

139 

Delaware      .     . 

125,015 

184,735 

59,720 

47 

61 

90 

Maryland      .     . 

780,894 

1,188,044 

407,150 

52 

64 

90 

Dist.  Columbia 

131,700 

278,718 

147,018 

70 

1881 

398i 

Group  II    .     . 

9,848,415 

17,106,175 

7,257,760 

73 

84 

146 

Ohio     .... 

2,665,260 

4,157,545 

1,492,285 

56 

65 

IOI 

Michigan      .     . 

1,184,059 

2,420,982 

1,236,923 

104 

20 

41 

Indiana     .     .     . 

1,680,637 

2,516,462 

835,825 

49 

46 

69 

Illinois      .     .     . 

2,539,891 

4,821,550 

2,281,659 

90 

45 

85 

Missouri  .     .     . 

1,721,295 

3,106,665 

1,385,370 

80 

25 

44 

Group  III  .     . 

9,791,142 

17,023,204 

7,232,062 

75 

37 

64 

Wisconsin      .     . 

1,054,670 

2,069,042 

1,014,372 

96 

19 

37 

Minnesota     .     . 

439,706 

1,751,394 

1,311,688 

298 

5 

21 

Iowa    .... 

1,194,020 

2,231,853 

1,037,833 

87 

21 

40 

Nebraska      .     . 

122,993 

1,066,300 

943,307 

759 

1.6 

14 

Kansas      .     .     . 

364,399 

1,470,495 

1,106,096 

303 

4-4 

18 

Group  IV  .     . 

3,175,788 

8,589,084 

5,413,296 

170 

9 

24 

West  Virginia    . 

442,014 

958,8oo 

516,786 

117 

18 

39 

Virginia    .     .     . 

1,225,163 

1,854,184 

629,021 

5i 

29 

43 

North  Carolina 

1,071,361 

1,893,810 

822,429 

76 

20 

36 

South  Carolina 

705,606 

1,340,316 

634,710 

89 

23 

43 

Georgia     .     .     . 

1,184,109 

2,216,331 

1,032,222 

87 

2O 

39 

Group  V    .     . 

4,628,253 

8,263,441 

3,635,188 

78 

22 

39 

Florida     .     .     . 

187,748 

528,542 

340,794 

189 

3-2 

9 

Alabama  .     .     . 

996,992 

1,828,697 

831,705 

85 

19 

35 

Mississippi    .     . 

827,922 

1,551,270 

723,348 

87 

18 

33 

Louisiana      .     . 

726,915 

1,381,625 

654,710 

90 

14 

28 

Group  VI  .     . 

2,739,577 

5^290,134 

2,550,557 

93 

13 

25 

542 
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INCREASE  IN  POPULATION,  1870  TO  1900  —  (Continued) 


POPULATION  PER 

STATES  IN 

1870 

1900 

INCREASE 

PER 

SQUARE  MILE 

1870 

1900 

Kentucky      .     . 

1,321,011 

2,147,174 

826,163 

62 

32 

53 

Tennessee      .     . 

1,258,520 

2,020,616 

762,096 

60 

29 

48 

Group  VII     . 

2,579,531 

4,167,790 

1,588,259 

61 

3i 

50 

Arkansas  .     .     . 

484,471 

1,311,564 

827,093 

170 

9 

24 

Texas       .     .     . 

818,579 

3,048,710 

2,230,131 

272 

3 

II 

Oklahoma     .     . 

700,391 

700,391 

II 

Group  VIII    . 

1,303,050 

5,150,665 

3,847,615 

295 

4 

14 

North  Dakota  . 
South  Dakota    . 

}       14,181 

720,716 

706,535 

4982 

0.07 

4-85 

Montana       .     . 

20,595 

243,329 

222,734 

1081 

0.14 

1.66 

Wyoming      .•    . 

9,118 

92,531 

83,413 

914 

0.09 

0.94 

Idaho  .... 

14.999 

161,772 

146,773 

008 

0.18 

0.90 

Group  IX  .     . 

58,893 

1,218,348 

1,159,455 

1968 

0.12 

2-55 

Colorado  .    .    . 

39,864 

539,700 

499,836 

1253 

0.37 

5-19 

Utah    .... 

86,786 

276,749 

189,963 

219 

1.02 

3-25 

Nevada    .     .     . 

42,491 

42,335 

(dec.)  156 

0.38 

0.38 

Group  X    .     . 

169,141 

858,784 

689,643 

407 

0-57 

2.71 

Arizona     .     .     . 

9,658 

122,931 

"3,273 

1172 

0.08 

1.09 

New  Mexico 

91,874 

195,310 

103,436 

112 

0-75 

1.50 

Group  XI  .     . 

101,532 

318,241 

216,709 

213 

0-43 

i-35 

California      .     . 

560,247 

1,485,053 

924,806 

I6S 

3-53 

9.04 

Oregon     .     .     . 

90,923 

413,536 

322,613 

354 

0.94 

4-30 

Washington  .     . 

23.955 

518,103 

494,148 

2064 

0-34 

7.48 

Group    XII  . 

675,125 

2,416,692 

1,741,567 

258 

2.08 

7-04 

1870  TO  1900;   STATES  IN  GROUPS 


POPULATION  PER 

GROUP 

1870 

1900 

INCREASE 

PER 

SQUARE  MILE 

1870 

1900 

I    .... 

3,487,924 

5,592,027 

2,104,103 

60 

52 

84 

II    .... 

9,848,415 

17,106,175 

7,257,760 

73 

84 

146 

Ill    .... 

9,791,142 

17,023,204 

7,232,062 

75 

37 

64 

IV    .... 

3,175,788 

8,589,084 

5,413,296 

170 

9 

24 
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1870x0  igoo;   STATES  IN  GROUPS  —  (Continued) 


POPULATION  PER 

GROUP 

1870 

1900 

INCREASE 

PER 

SQUARE  MILE 

1870 

1000 

V    .... 

4,628,253 

8,263,441 

3,635,188 

78 

22 

39 

VI    .... 

2,739,577 

5,290,134 

2,550,55? 

93 

13 

25 

VII    .... 

2,579,531 

4,167,790 

1,588,259 

61 

31 

50 

VIII    .... 

1,303,05° 

5,150,665 

3,847,615 

295 

4 

14 

IX    .... 

58,893 

1,218,348 

i,i59,455 

1968 

O.I2 

2-55 

X     ... 

169,141 

858,784 

689,643 

407 

0-57 

2.71 

XI    .... 

101,532 

318,241 

216,709 

213 

0-43 

i-35 

XII     .... 

675,125 

2,416,692 

1,741,567 

258 

2.08 

7.04 

United  States     . 

38,558,371 

75,994,585 

37,436,214 

97 

13.00 

21.81 

I-VIII      .     .     . 

37,553,680 

71,182,520 

33,628,840 

90 

23.20 

42.14 

IX-XII    .     .     . 

1,004,691 

4,812,065 

3,807,374 

379 

0.36 

3.60 

I-VIII  in  1900,  0.936  of  total  population  with  0.548  of  total  area. 
IX-XII  in  1900,  0.064  of  total  population  with  0.452  of  total  area. 


INCREASE  IN  POPULATION,  1900  TO  1910 


POPULATION  PER 

STATES  IN 

IOOO 

1910 

INCREASE 

PER 

rvwT 

SQUARE  MILE 

1900 

1910 

Maine       .     .     . 

694,466 

742,371 

47,905 

6 

21 

22 

New  Hampshire 

4",588 

430,572 

18,984 

4 

44 

46 

Vermont  .     .     . 

343,641 

355,956 

12,315 

3 

36 

37 

Massachusetts  . 

2,805,346 

3,366,416 

561,070 

20 

337 

404 

Rhode  Island     . 

428,566 

542,610 

114,044 

21 

342 

434 

Connecticut 

908,420 

1,114,756 

206,336 

22 

182 

223 

Group  I     .     . 

5,592,027 

6,552,681 

960,654 

17 

84 

98 

New  York     .     . 

7,268,894 

9,"3,279 

1,844,385 

25 

148 

185 

New  Jersey  .     . 

1,883,669 

.  2,537,167 

653,498 

34 

241 

324 

Pennsylvania     . 

6,302,115 

7,665,111 

1,362,996 

21 

134 

169 

Delaware       .     . 

i84,735 

202,322 

17,587 

9 

90 

98 

Maryland      .     . 

1,188,044 

1,295,346 

107,302 

9 

90 

106 

Dist.  Columbia 

278,718 

331,069 

52,351 

18 

398i 

4729 

Group  II    .     . 

17,106,175 

21,144,294 

4,038,119 

23 

146 

181 

544 
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INCREASE  IN  POPULATION,  1900  TO  1910 — (Continued) 


POPULATION  PER 

STATES  IN 

IQOO 

1910 

INCREASE 

PER 

SQUARE  MILE 

IOOO 

1910 

Ohio    .... 

4,157,545 

4,767,121 

609,576 

14 

IOI 

116 

Michigan       .     . 

2,420,982 

2,810,173 

389,191 

16 

41 

47 

Indiana    .     .     . 

2,516,462 

2,700,876 

184,414 

7 

69 

74 

Illinois      .     .     . 

4,821,550 

5,638,591 

817,041 

17 

85 

99 

Missouri  .     .     . 

3,106  665 

3,293,335 

186,670 

6 

44 

47 

Group  III  .     . 

17,023,204 

19,210,096 

2,186,892 

12 

64 

73 

Wisconsin     .     . 

2,069,042 

2,333.86o 

246,818 

12 

37 

47 

Minnesota     .     . 

1,751,394 

2,075,708 

324,314 

18 

21 

24 

Iowa    .... 

2,231,853 

2,224,771 

•7,082 

'0.3 

40 

*39 

Nebraska      .     . 

1,066,300 

1,192,214 

125,914 

II 

14 

IS 

Kansas     .     .     . 

1,470,495 

1,690,949 

220,454 

IS 

18 

20 

Group  IV 

8,589,084 

9,517,502 

928,418 

10 

24 

27 

West  Virginia    . 

958,800 

1,221,119 

262,319 

27 

39 

49 

Virginia    .     .     . 

1,854,184 

2,061,612 

207,428 

ii 

43 

49 

North  Carolina  . 

1,893,810 

2,206,287 

312,477 

16 

36 

42 

South  Carolina  . 

1,340,316 

1,515,400 

175,084 

13 

43 

49 

Georgia    .     .     . 

2,216,331 

2,609,121 

392,790 

18 

39 

44 

Group  V    .    . 

8,263,441 

9,613,539 

1,350,098 

16 

39 

46 

Florida     .    .     . 

528,542 

75i,i39 

222,597 

42 

9 

13 

Alabama  .     .     . 

1,828,697 

2,138,093 

309,396 

17 

35 

40 

Mississippi    .     . 

1,551,270 

1,797,  "4 

245,844 

IS 

33 

38 

Louisiana      .     . 

1,381,625 

1,656,388 

274,763 

20 

28 

34 

Group  VI  .     . 

5,290,134 

6,342,734 

1,052,600 

20 

25 

30 

Kentucky      .     . 

2,147,174 

2,289,005 

142,731 

6 

53 

56 

Tennessee     .     . 

2,020,616 

2,184,789 

164,173 

8 

48 

52 

Group  VII     . 

4,167,790 

4,474,694 

306,904 

7 

50 

54 

Arkansas  .     .     . 

i,3",564 

1,574,449 

262,885 

20 

24 

29 

Texas  .... 

3,048,710 

3,896,542 

847,832 

27 

ii 

14 

Oklahoma      .     . 

790,391 

1,657,155 

866,764 

109 

II 

23 

Group  VIII    . 

5,150,665 

7,128,146 

1,977,481 

38 

14 

18 

North  Dakota    . 

319,146 

577,056 

257,910 

80 

4-50 

8.15 

South  Dakota    . 

401,570 

583,888 

182,318 

45 

5-15 

7-52 

Montana       .     . 

243,329 

376,053 

132,724 

54 

1.66 

2.56 

Wyoming      .     . 

92,531 

145,965 

53,434 

57 

0-94 

1-49 

Idaho  .... 

161,772 

325,594 

163,822 

101 

0.90 

3.85 

Group  IX  .     . 

1,218,348 

2,008,556 

790,208 

64 

2-55 

4.20 

*  Decrease. 
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INCREASE  IN  POPULATION,  1900  TO  1910 — (Continued} 


STATES  IN 
GROUPS 

1  900 

IQIO 

INCREASE 

PER 

CENT 

POPULATION  PER 
SQUARE  MILE 

1900 

1910 

Colorado  .  . 
Utah  .... 
Nevada  .  .  . 

539,700 
276,749 
42,335 

799,024 

373,351 
81,875 

259>324 

96,602 
39,540 

48 
35 
93 

5-i9 
3-25 
0.38 

7.68 
4-39 
0-73 

Group  X    .     . 

858,784 

1,254,250 

395,466 

46 

2.71 

4.18 

Arizona  .  .  . 
New  Mexico 

122,931 
I95,3io 

204,354 
327,301 

81,423 
131,991 

66.2 
67.5 

1.09 

1.50 

i.Si 
2.67 

Group  XI  .     . 

318,241 

531,655 

213,414 

67.0 

1-35 

2.25 

California  .  . 
Oregon  .  .  . 
Washington 

1,485,053 
413,536 
518,103 

2,377,549 
672,765 
1,141,990 

892,496 
259,229 
623,887 

60 
62 
1  20 

9.04 

4-30 
7.48 

14-95 
7.00 
16.50 

Group  XII     . 

2,416,692 

4,192,304 

1,775,612 

73 

7.04 

12-95 

1900  TO  1910;  STATES  IN  GROUPS 


POPULATION  PER 

GROUP 

1900 

1910 

INCREASE 

PER 

f  TPWT 

SQUARE  MILE 

V^JklN  JL 

1900 

1910 

I    .... 

5,592,027 

6,552,681 

960,654 

17 

84 

98 

II    .... 

17,106,175 

21,144,294 

4,038,119 

23 

146 

181 

Ill    .... 

17,023,204 

19,210,096 

2,186,892 

12 

64 

73 

IV    .... 

8,589,084 

9,517,502 

928,418 

IO 

24 

27 

V    .... 

8,263,441 

9,6i3,539 

1,350,098 

16 

39 

46 

VI    .... 

5,290,134 

6,342,734 

1,052,600 

20 

25 

30 

VII    .... 

4,167,790 

4,474,694 

306,904 

7 

So 

54 

VIII    .... 

5,150,665 

7,128,146 

1,977,481 

38 

14 

18 

IX     .... 

1,218,348 

2,008,556 

790,208 

64 

2-55 

4.20 

X    .... 

858,784 

1,254,250 

395,466 

46 

2.71 

4.18 

XI     .... 

318,241 

531,655 

213,414 

67 

1-35 

2.25 

XII     .... 

2,416,692 

4,192,304 

1,775,612 

73 

7.04 

12.95 

United  States     . 

75,994,58s 

91,970,451 

15,975,866 

21 

21.81 

31.12 

I-VIII      .     .     . 

71,182,520 

83,983,686 

12,801,166 

18 

42.14 

51-87 

IX-XII    .     .     . 

4,812,065 

7,986,765 

3,174,700 

66 

3-6o 

5-97 

I-VIII  in  1910,  0.913  of  total  population  with  0.548  of  total  area. 
IX-XII  in  1910,  0.087  of  total  population  with  0.452  of  total  area. 
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APPENDIX  VIII 

INCREASE  OF  RAILWAY  TRAFFIC;  1889  TO  1909 

Compiled  from  Reports  of  Interstate  Commerce  Commission 
PASSENGER  TRAFFIC 


YEAR 

NUMBER 
PASSENGERS 

NUMBER 
CARRIED  ONE 
MILE 

PASSENGER 
MILEAGE 
PER  MILE 
OF  LINE 

RAILWAY 
MILEAGE 

1889   

472,171,343 

11,553,820,445 

75,325 

157,759 

1890    

492,430,865 

11,847,785,617 

75,751 

165,936 

iggi    

531,183,998 

12,844,243,881 

79,642 

168,176 

iSQZ          ...... 

560,958,211 

13,362,898,299 

82,285 

171,501 

1893    
T  So  A 

501,560,612 
540,688,199 

14,229,101,084 
14,289,445,893 

83,809 
81,333 

176,380 
178,608 

iSO"; 

507,421,362 

12,188,446,271 

68,572 

180,657 

1896    

511,772,737 

13,049,007,233 

71,705 

182,376 

1807 

489,445,198 

12,256,939,647 

66,874 

184,428 

1898   

501  066  681 

I  *.*  70.0  3O.OO4. 

72.462 

1  86  396 

1800 

e2*  176  cnR 

IA  SOI  *27  6l* 

n82I 

189  294 

1900   

c?6  Rfic  2*0 

1  6  039  007  217 

8l  2OS 

TO*  */<e 

IgOI      

607  278  121 

17  *^3  ^88  44.4. 

80  721 

J.O7  2*7 

IQO2    

19  689  937  620 

no  *IA 

2O2  471 

IOO* 

20  915  763  881 

TO*  2OI 

2O7  O77 

IOO4 

715  419  682 

21  O2*  21  *.S*6 

IO4  198 

21  *  OOA 

IQO? 

7*8  R*A  667 

23  800  149  436 

218  101 

I9O6     

25  167  240  831 

IIA  C2O 

22A  *6* 

IOO7 

27  7l8  1^4  O*O 

12*  2<Q 

22O  O<I 

igo8       

29  082  836  944 

126  908 

2**  Afil 

IOOO 

801  4.72,42=; 

29  109  322  589 

122  802 

236  869 

546 
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PASSENGER  TRAFFIC  —  RATE  OF  INCREASE 


547 


PER 

YEAR 

NUMBER  OF 
PASSENGERS 

PER 

CENT 

PASSENGER 
MILEAGE 

PER 

CENT 

MILE  OF 
LINE 

PER 

CENT 

1890  .    .    . 

20,259,522 

4-2 

293,965,172 

2.5 

426 

0.5 

1891  .    .    . 

38,753,133 

7-8 

996,458,264 

8.4 

3,891 

5-i 

1892  .    .    . 

29,774,213 

5-6 

518,654,418 

4.0 

2,643 

3-3 

1893  •    •    • 

32,602,401 

5-8 

866,202,785 

6.4 

1,524 

1.8 

1894  .    .    . 

*52,872,4i3 

•8.9 

60,344,809 

0.4 

*2,4?6 

*2.9 

1895  •     .    . 

'33,266,837 

*6.i 

*2,  100,999,622 

*i4-7 

"12,761 

*iS-8 

1896  .    .    . 

4,351,375 

0.8 

860,560,962 

7.0 

3,i33 

4-5 

1897  •     .    . 

*22,327,539 

*4-3 

*782,o67,586 

*5-9 

*4,83i 

*6.7 

1898  .    .    . 

11,621,483 

2-3 

1,122,990,357 

9.1 

5,588 

8.3 

1899  .    .    . 

22,109,827 

4-4 

1,211,397,609 

9.0 

5,359 

7-3 

1900  .    .    . 

53,688,722 

IO.2 

1,447,679,604 

9-9 

5,474 

7-o 

1901  .    .    . 

30,412,891 

5-2 

1,314,581,227 

8.2 

6,426 

7-7 

1902  .    .    . 

42,600,384 

7.0 

2,336,349,176 

13-4 

9,573 

10.8 

1903  •    •    • 

45,013,030 

6.9 

1,225,826,261 

6-3 

3,977 

4.0 

1904  .     .    . 

20,528,147 

2.9 

1,007,449,655 

4.8 

907 

0.8 

1905  •     •    • 

23,414,895 

3-3 

1,876,935,900 

8.5 

5,75i 

5-3 

1906  .    .    . 

59,111,449 

8.0 

1,367,091,395 

5-7 

4,58o 

4.1 

1907  .    .    . 

75,959,017 

9-5 

2,55i,3i3,i99 

IO.I 

8,730 

7-6 

1908  .    .    . 

16,104,441 

1.9 

1,364,282,914 

4-9 

3,649 

2.9 

1909  .     .     . 

1,462,851 

O.OOI 

16,485,645 

0.0005 

*4,oi6 

*o.03 

1889  to  1899 

51,005,165 

10.8 

3,047,507,168 

26.3 

2,496 

3-3 

1899  to  1909 

368,295,917 

70.4 

14,507,994,976 

99.4 

45,071 

57-9 

1889  to  1909 

419,301,082 

88.8 

17,555,502,144 

I5I-9 

47,567 

63.1 

Decrease. 


FREIGHT  TRAFFIC 


TON 

NUMBER 

TONS  CARRIED 

MILEAGE 

TONS 

ONE  MILE 

PER  MILE 

OF  LINE 

1889    . 

c?o.6^o.  183 

68,727,223,146 

448,060 

1800     . 

636  541  617 

76  207  047  298 

4.87.  24.  S 

1891     

675  608  323 

81  073  784  121 

CO2  7OC 

1892     

7o6  CSC  471 

88  241  050  225 

<:*•}  ifte 

1893    

74.C  no  4.82 

93  588  in  833 

CCT  2^2 

1804 

6^8.  186.';'^ 

8o.^C.IO4.7O2 

A.17.2S2 
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FREIGHT  TRAFFIC  —  (Continued) 


YEAR 

NUMBER 
TONS 

TONS  CARRIED 
ONE  MILE 

TON 
MILEAGE 
PER  MILE 
OF  LINE 

1805 

686,614,778 

85,227,515,891 

479,490 

1806    . 

753,715,562 

95,328,360,278 

523,832 

1807    , 

728,900,275 

95,139,022,225 

519,079 

1808    . 

863,628,605 

114,077,576,305 

617,810 

I8OO 

O4"?.  715.^72 

123.667,257.153 

659,565 

1,081,983,301 

X4X«<(o6j(xx.x6i 

735,352 

1QOI        ..."      

I  089,226  440 

147  O77  1^6  OilO 

760,  .114 

1.200,315.787 

157.280.370,053 

793,351 

I,  3O4,  304.  323 

173.221,278,003 

855,442 

1,309  899  165 

174.  522  080  577 

829,476 

1.427,  73I.OO5 

186,463,109  5IO 

861,396 

IOO6 

1.6^1   374  2IO 

21  5  877   551   241 

982,401 

IOO7 

1.706  336  650 

236  601  390  103 

1,052,119 

1008   . 

I,532,o8l,7OO 

2l8,38l,554,8O2 

934,548 

I   556  55O  741 

218  802  986  929 

023.72O 

FREIGHT  TRAFFIC  —  RATE  OF  INCREASE 


YEAR 

NUMBER 
TONS 

PER 

CENT 

TON  MILEAGE 

PER 
CENT 

PER 
MILE  OF 
LINE 

PER 
CENT 

1890  .    .    . 

96,902,034 

17.9 

7,479,824,152 

10.8 

39,176 

8.7 

1891  .    .    . 

39,066,706 

6.0 

4,866,736,823 

6.6 

15,460 

3-1 

1892  .    .    . 

30,947,  1*48 

4-5 

7,167,266,104 

8.8 

41,660 

8.3 

1893  •    •    • 

38,564,011 

5-4 

5,347,061,608 

6-5 

7,867 

1.4 

1894  .    .    . 

'106,932,929 

*U.3 

*I3,  253.007,  131 

•I4.i 

'93,980 

'17.0 

1895  •    .    . 

48,428,225 

7.6 

4,892,411,189 

6.6 

22,238 

4.8 

1896  .    .    . 

67,100,784 

9.8 

10,100,844,387 

n.8 

44,442 

9.2 

1897  .    .    . 

'24,816,287 

*3-3 

*  189,338,053 

"0.2 

*4,753 

•40.9 

1898  .    .    . 

124,728,330 

17.1 

18,938,554,080 

19.9 

98,741 

19.0 

1809  .    .    . 

90,086,767 

10.5 

9,589,680,848 

8.4 

41,755 

6.7 

1900  .    .    . 

138,267,929 

13-6 

17,929,294,008 

14.4 

75,787 

"•5 

1901  .    .    . 

7,243,139 

0.6 

5,480,584,879 

3-8 

25,062 

3-4 

1902  .    .    . 

111,089,347 

10.2 

10,212,134,013 

6.9 

33,937 

4-4 

1903  •    •    • 

104,078,536 

8.6 

15,931,908,940 

IO.I 

62,091 

7.8 

1904  .    .    . 

5,504,842 

0.4 

1,300,810,584 

0.6 

'25,966 

3-0 

*  Decrease. 
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FREIGHT  TRAFFIC  —  RATE  OF  INCREASE  —  (Continued) 


YEAR 

NUMBER 
TONS 

PER 
CENT 

TON  MILEAGE 

PER 

CENT 

PER 

MILE  OF 
LINE 

PER 
CENT 

1905  •    •    • 

117,832,740 

9.0 

11,941,019,933 

6.8 

31,920 

3-7 

1906  .    .    . 

203,643,314 

14.2 

29,414,341,731 

15-7 

121,005 

14.0 

1907  •    •    . 

164,962,440 

IO.I 

20,723,838,862 

9.6 

69,718 

7-i 

1908  .    .    . 

'263,354,869 

•14.6 

*I7,2I9,735,30I 

•7.2 

*ii7,57i 

•u.i 

1909  .    .    . 

23,577,951 

0.015 

421,432,127 

.0019 

*io,8i9 

"0.015 

1889  to  1899 

404,074,789 

75-o 

54,940,034,007 

80.0 

211,496 

47-2 

1899  to  1909 

612,845,369 

64.9 

95,135,729,776 

76.6 

264,164 

40.5 

1899  to  1909 

1,016,920,158 

188.4 

150,075,763,783 

218.3 

475,660 

106.1 

*  Decrease. 
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RELATIVE  DENSITY  OF  RAILWAY  TRAFFIC,  PER  MILE 
OF  LINE;  1889  TO  1909.     GRAPHICALLY  DELINEATED 


YEARS 
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FREIGHT  TRAFFIC  FROM  POINTS  OF  ORIGIN;  1905  TO  1909 

In  Thousands  of  Tons 
REGION  OF  OFFICIAL  CLASSIFICATION 


PRODUCTS  OR  COM- 
MODITIES 

1905 

1906 

1907 

1908 

1909 

Agriculture    .     .     . 
Animals    .... 
Mines  

19,621 

7,470 
228,078 

21,201 
7,458 
261.067 

22,022 

7,637 
282,1560 

21,372 
7,636 
2615,748 

19,009 
7,611 
2156,262 

Forests      .... 
Manufactures     .     . 
Merchandise       .     . 
Miscellaneous     .     . 

24,388 
68,555 
17,245 
22,630 

26,247 
85,865 
17,732 
28,052 

26,777 
95,88o 

17,554 
29,171 

22,955 
68,606 
14,402 
23,903 

2i,5S4 
70,085 

13,539 
20,589 

Total     .... 

387,987 

448,522 

481,601 

424,622 

408,649 

REGION  OF  SOUTHERN  CLASSIFICATION 


PRODUCTS  OR  COM- 

1905 

1906 

1907 

1908 

1909 

MODITIES 

Agriculture    . 

7,602 

7,879 

8,785 

8,972 

9,569 

Animals     .... 

854 

906 

968 

939 

1,002 

Mines  

47,987 

53,432 

57,737 

57,78o 

63,050 

Forests      .... 

19,072 

21,696 

25,494 

24,280 

25,304 

Manufactures     .     . 

10,383 

12,198 

13,337 

12,213 

13,400 

Merchandise       .     . 

3,562 

3,696 

4,987 

5,662 

4,807 

Miscellaneous     .     . 

4,499 

5,020 

4,272 

3,807 

3,661 

Total     .... 

93,959 

104,827 

H5,58o 

H3,653 

120,793 

551 
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REGION  OF  WESTERN  CLASSIFICATION 


PRODUCTS  OR  COM- 
MODITIES 

igos 

1906 

IQ07 

1908 

1909 

Agriculture    .     .    . 
Animals     .... 
Mines  

37,414 

9,832 
107,408 

41,121 
10,638 

1  2O.O  5  2 

46,223 
11,869 
1  36.603 

39,322 

u,o59 
120,688 

45,io5 
11,980 

I4O.24O 

Forests      .... 
Manufactures     .     . 
Merchandise       .     . 
Miscellaneous     .     . 

36,976 
18,394 
10,115 

13,487 

44,245 
23,395 
11,891 

15,472 

49,347 
28,404 
12,177 
11,380 

43,240 
24,041 
12,159 
8,43i 

50,246 

25,193 
15,629 
8,647 

Total     .... 

233,716 

266,814 

296,003 

258,940 

297,049 

UNITED  STATES 


PRODUCTS  OR  COM- 
MODITIES 

1905 

1906 

1907 

1908 

1909 

Agriculture    .     .     . 

64,637 

70,202 

77,030 

69,666 

73,684 

Animals     .... 

18,156 

19,003 

20,473 

19,635 

20,593 

Mines  

383,  ^62 

43C.4CO 

476.000 

4  A  A,  -2tfi 

4^0x61 

Forests      .... 

8o,437 

92,187 

101,618 

90,475 

97,105 

Manufactures     .     . 

97,333 

121,459 

137,621 

104,860 

108,677 

Merchandise       .     . 

30,921 

33,319 

34,7i8 

32,223 

33,975 

Miscellaneous     .     . 

40,617 

48,544 

44,824 

36,HI 

32,897 

Classified  .... 

715,663 

820,164 

893,184 

797,216 

826,492 

Unclassified   .     .     . 

125,974 

138,340 

154,925 

127,921 

96,859 

Total     .... 

841,637 

958,504 

1,048,109 

925,137 

923,351 
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PERCENTAGE  OF  TOTAL  TRAFFIC,  AS  CLASSIFIED 


PRODUCTS  OR  COM- 
MODITIES 

1905 

1906 

1907 

1908 

IQOQ 

AVER- 
AGE 

Agriculture     .... 

9-03 

8.56 

8.62 

8.74 

8.Q2 

8.76 

Animals      

2.«;4 

2.32 

2.  2O 

2.4.6 

2.4.0 

2  4.1 

Mines    

^3.50 

<3.IO 

<?3.3O 

CC.72 

^.60 

<M  28 

Forests       

11.24. 

11.24. 

11.^8 

II.3=C 

II.  7< 

TT.  20 

Manufactures      .     .     . 

13.60 

14.80 

I5-4I 

I3-IS 

n-93 

14.07 

Merchandise  .... 

4-32 

4.06 

3-89 

4.04 

4.11 

4.08 

Miscellaneous      .     .     . 

5-68 

5-92 

5.02 

4-54 

4.10 

5.01 

PERCENTAGE  TABLES  OF  PRODUCTS  AND  COMMODITIES  ; 
CLASSIFIED  FROM  REGIONS  OF  ORIGIN 

PRODUCTS  OF  AGRICULTURE 


Official       

30-4 
11.  7 
57-9 

30.2 
II.  2 
58.6 

28.6 
11.4 
60.0 

30-7 
12.8 

56.5 

25-8 
13.0 
6l.2 

29.1 

I2.O 
58.9 

Southern    

Western     

PRODUCTS  OF  ANIMALS 

Official  

41.1 

4-7 
54-2 

39-2 
4.8 
56.0 

37.3 

4.6 
58.1 

38.9 

4-7 
56-4 

37-o 
4-9 
58-1 

38.7 

4.8 
56.5 

Southern    

Western     

PRODUCTS   OF  MINES 

Official       

59-7 
12.5 

27.8 

60.  i 
12.3 

27.6 

59-3 

12.  1 

28.6 

59-8 
13.0 

27.2 

55-8 
13-7 
.30.  <; 

58.9 
12.7 

28.4 

Southern    

Western 
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PERCENTAGE  TABLES  OF  PRODUCTS  AND  COMMODITIES; 
CLASSIFIED  FROM  REGIONS  OF  ORIGIN  —  (Continued) 


PRODUCTS   OF  FORESTS 


Official        30.3       28.5       26.3  25.4  22.2       26.4 

Southern 23.7       23.5       25.1  26.8  26.1       25.1 

Western 46.0      48.0      48.6  47.8  51.7       48.5 

MANUFACTURES 

Official       70.4       70.7       69.7  65.5  64.5       68.2 

Southern 10.7       10.0        9.7  n.6  12.3       10.8 

Western 18.9       19.3       20.6  22.9  23.2       21.0 

MERCHANDISE 

Official       55.8       53.2       50.6  44.7  40.0      48.7 

Southern 11.5       n.i       14.3  17.6  14.0       13.8 

Western 32.7       35.7       35.1  37.7  46.0      37.5 

MISCELLANEOUS 

Official       55.8      57.8      65.1  66.2  62.6      61.2 

Southern u.o       10.3        9.5  10.5  u.i       10.5 

Western 33.2       31.9       25.4  23.3  26.3       28.3 

ALL  PRODUCTS   AND  COMMODITIES 

Official        54-2       54-7       53-9  53-3  49-5 

Southern 13.1       12.8       12.9  14.2  14.6 

Western 32.7       32.5       33.2  32.5  35.9 
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PERCENTAGE  FOR  TOTAL  PERIOD 
As  above  Classified 


PRODUCTS  OR  COMMODITIES 

CLASSIFICATION 

TOTAL 

Official 

Southern 

Western 

Agriculture     

29 
39 
59 
26 
68 

49 
61 

12 
5 
13 
25 
II 

14 
II 

59 
56 
28 

49 
27 

37 
28 

9 

2-5 
54 
1  1.5. 

14 
4 
5 

Animals      

Mines    

Forests       

Manufactures      

Merchandise        

Miscellaneous      

APPENDIX   XI 

TRAFFIC  STATISTICS  ;   1890  TO  1909 
PASSENGER  TRAFFIC;  PER  PASSENGER-MILE 


YEAR 

EARNINGS 
CENTS 

EXPENSES 
CENTS 

PROFIT 
CENTS 

PER  CENT 
OF  TOTAL 
EXPENSES 

2.167 

1.425 

0.742 

24.4 

1891           

2.142 

1.  43O 

O.7I2 

25.1 

1892      

2.126 

I.42O 

0.706 

24.5 

1803 

2.108 

I.43I 

0.677 

24.6 

1804 

1.986 

1.361 

0.625 

26.6 

i8o<; 

2.OAO 

1.393 

O.647 

23.4 

1806 

2.019 

1.356 

0.663 

22.9 

1807 

2.  022 

1.30 

0.665 

22.1 

1808 

1.973 

1.287 

0.686 

21.  1 

i.92<; 

I.3O4 

0.621 

22.2 

1900     

2.003 

I.3O7 

0.696 

.      21.8 

2.013 

I.3I2 

0.701 

22.  0 

1  002 

1.986 

I.28l 

0.705 

22.6 

IOO3 

2.006 

1.322 

0.684 

22.O 

2.006 

1.374 

0.632 

22.  5 

1.062 

I.32I 

0.641 

22.7 

1006 

2.003 

1-333 

0.670 

21.9 

IOO7 

2.014 

1-375 

0.639 

21.8 

1908     

I.Q37 

1.360 

0.577 

23.7 

IOOO 

1.028 

1.291 

0.6.37 

23-5 

FREIGHT  TRAFFIC;  PER  TON-MILE 


YEAR 

EARNINGS 
CENTS 

EXPENSES 
CENTS 

PROFIT 

CENTS 

PER  CENT 
OF  TOTAL 
EXPENSES 

1890 

0.941 

0.618 

0.323 

68.1 

1891      

0.895; 

0.5:97 

0.298 

66.2 

1802 

0.898 

0.^98 

0.300 

67.6 
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FREIGHT  TRAFFIC;  PER  TON-MILE  —  (Continued) 


YEAR 

EARNINGS 
CENTS 

EXPENSES 
CENTS 

PROFIT 

CENTS 

PER  CENT 
OF  TOTAL 
EXPENSES 

l8o3 

0.878 

O.CQI; 

0.283 

67.3 

1804. 

0.860 

O.<?Q<? 

0.26^ 

6=;.  I 

1801? 

0.830 

O.<?77 

0.262 

67.0 

1806 

0.806 

OX4.O 

0.266 

66.8 

1807 

0.708 

O.  **< 

0.263 

67.7 

1808 

O.7"?3 

O.4.Q4 

O.2<O 

68.0 

1800 

O.724. 

O.48l 

0.24.3 

60.  "? 

IQOO 

O.72O 

0.4.78 

O.2SI 

70.^ 

IQOI 

O.7<O 

0.486 

0.264 

6o.4 

IOO2 

O.7<7 

O.4.8o 

0.268 

60.0 

IQO3 

O.763 

oxo1? 

o.2t;8 

60.6 

IOO4. 

O.78o 

o.^^e; 

O.241? 

60.8 

IQCX 

O.766 

OXI4. 

O.252 

60.7 

IQO6 

O.74.8 

O.  *?O2 

O.24.6 

70.6 

IOO7 

o.7";o 

0.^20 

O.23O 

70.4. 

1008 

O.7«;4 

0x28 

O.226 

69.1 

IQOQ 

7.063 

OX  1  2 

O.25TI 

7O.O 

MINOR  SOURCES;  PER  PASSENGER  TRAIN  MILE 


YEAR 

EARNINGS 
CENTS 

EXPENSES 
CENTS 

PROFIT 
CENTS 

PER  CENT 
OF  TOTAL 
EXPENSES 

1800 

27.3 

18.1 

O.2 

7.e 

1801 

31.2 

2O.6 

10.6 

8.7 

1802 

2O.  I 

IO.O 

O.2 

8.1 

1803 

20.^ 

IO.O 

0.6 

8.1 

1804. 

27.2 

18.6 

8.6 

8.3 

i8o«; 

20.  4 

IO.O 

O.f 

8.7 

1806 

3"?.S 

23.  Q 

n.6 

IO.3 

1807 

33.1 

23.1 

IO.O 

IO.2 

1808 

33.4 

23.  0 

o.tr 

IO.O 
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MINOR  SOURCES  ;  PER  PASSENGER  TRAIN  MILE  —  (Continued) 


YEAR 

EARNINGS 
CENTS 

EXPENSES 
CENTS 

PROFIT 
CENTS 

PER  CENT 
OF  TOTAL 
EXPENSES 

1800 

7O.7 

20.7 

IO.O 

8.*. 

IOOO          

•21.  c 

20.  i 

II.  2 

7.7 

IQOI 

7C.7 

23.  0 

12.7. 

8.6 

IOO2 

7C.Q 

21.1 

12.8 

8.4. 

IOO7. 

77.  C 

24.8 

127 

84. 

IOOA 

74..  4 

27  4 

II  O 

7  7 

IOOS 

1^.2 

21.O 

12.2 

7.6 

1006     

16.6 

24..O 

12  6 

7  S 

IQO7 

10.4. 

26.7 

12.7 

7.8 

igo8     

11.  0 

27..  7 

IO.2 

7.2 

IOOO 

10.8 

2O.  < 

IO.  7. 

6x 

TOTAL  TRAFFIC;  PER  MILE  OF  LINE 


YEAR 

EARNINGS 
$ 

EXPENSES 
$ 

PROFITS 
$ 

RATIO  OF 
EXPENSES 

TO 

EARNINGS 

1890      

6.72«C 

4  4.2< 

2  7OO 

6<;  8 

1801 

6,800 

4..C7.8 

2  262 

66.7 

1802 

7,21^ 

4,8OQ 

2.4.O4. 

66.7 

1803 

7.IOO 

4,876 

2  714. 

67  8 

1804 

6.IOQ 

4,161 

I  O4.6 

68.1 

i8g«; 

6.O^O 

4.o87. 

I  Q67 

67  s 

1806 

6.12O 

4  248 

2  O72 

67  2 

1807 

6,122 

4,106 

2  Ol6 

67.1 

1808 

6.7<JC 

4  47O 

2  721 

6<;  6 

1800 

7  OO<C 

4  ^7O 

2  A7C 

6?  2 

IOOO 

7.722 

4  QQ7 

•*)<too 
2  72Q 

V^.4 

64  7 

IQOI 

8.121 

e  260 

2  8^4. 

6/1    Q 

IQO2 

8  62? 

<  <77 

3OA8 

6A  7 

IQOI 

o  2^8 

6  12? 

3T  7  7 

uq..  / 
66  2 

^JO 
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TOTAL  TRAFFIC;  PER  MILE  OF  LINE  —  (Continued) 


YEAR 

EARNINGS 
$ 

EXPENSES 
$ 

PROFIT 
$ 

RATIO  OF 

EXPENSES 

TO 

EARNINGS 

1004 

Q,3o6 

6,308 

2,008 

67.8 

IQCX 

o,co8 

6.4OO 

3.180 

66.8 

1006 

10.460 

6.QT2 

3,<?48 

66.0 

IQO7 

11,383 

7,687 

3,6o6 

67.<> 

1008 

IOX33 

7.34O 

3  IO3 

67.8 

1  000 

IO.I84 

6.704 

3.3OO 

66.7 

RATIO  TO 

CAPITAL 

YEAR 

PER  MILE 

Gross 
Earnings 

Profit 

1800  . 

60.  3AO 

II  I 

3  8 

1801   . 

60  Oil  2 

II  I 

O'0 

3  C 

1802  . 

63.776 

113 

O'O 

37 

1803    . 

63.4.21 

**vj 

II  I 

•/ 
3  6 

1804  . 

62  o?i 

97 

O'u 

30 

i8a<  . 

63  206 

•/ 

o  6 

.<-» 

3T 

1806  . 

<o  610 

y.u 

IO  6 

•* 

3^ 

1807  . 

rn  620 

IO  2 

•*f 
37 

1808  . 

60  3A3 

III 

•o 
3  8 

1800  . 

60  t;<6 

II  < 

O'° 
A  O 

IQOO    . 

6  1  AOO 

•L-Lo 

12   C 

^.u 

A  A 

IQOI     . 

6l   C3I 

*««3 

132 

4.4 
46 

IQO2    . 

"**M* 

62.3OI 

fi»* 

13  8 

^.u 

4  8 

IQO3    . 

63  186 

14  6 

40 

I  QO4    . 

6d.  26  s 

T/1  A 

•y 

46 

IQO1?    . 

6c  026 

IA.  tJ 

48 

I  QO6    . 

67  036 

T  C   /I 

r  2 

IQO7    . 

60  037 

16  2 

J"* 

r  2 

IQO8    . 

71  816 

14  6 

0"* 

A  A 

IQOQ    • 

73  828 

13  8 

A  A 

•"O-" 
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TRAFFIC  STATISTICS,  1890  TO  1909;  GRAPHICALLY 
DELINEATED 


YEARS 

liiiisiiiiiiiiiiiiiii 

PASSENGER 
EARNINGS 

12.167     |       | 

6—  i—  L..1 

]^T 

( 

-!  

L-_ 

( 

1    -    i 

•^.  

- 

•)--• 

k 

J  

x 

. 

928- 

) 

\     l 

!---. 

" 

-1' 

"- 

-i—  1( 

1HH4 

COLUME 

1AM 

EXF 

osn 

rioN 

EXPENSES 

-  1.42 

rl 



^»  4   t 

| 

"*(L 

„<< 

•^ 

71. 

m- 

PER  CENT 
OF  TOTAL 

\\& 

/ 

\ 

~~- 

>  I 

' 

\ 

23.5 

EXPENSES 

•       ' 

.  ^^^ 

/ 

P  —  * 

. 

- 

)  —  ( 

2 

x 

/ 

- 

c 

1  1 

i 

FREIGHT 

O.b4 

1 

~""^. 

V-_ 



Q 

763 

S 

•^ 

'-- 

— 

— 

• 

= 

... 

-.-., 

^ 

i--_ 

_,( 

>  —  ./ 

»  —  ^ 

EXPENSES 

O.U1 

| 

— 

% 

i 

0 

•'****. 

T  -< 

^ 

g 

| 

r^ 

) 

/oio 

PER  CENT 
OF  TOTAL 

J68:1 

^  ^ 

f 

^r 

—  ~*(. 

^' 

P  —  9' 

A 

EXPENSES 

\ 

i 

^  —  . 

1 

2 

x 

^ 

f 

\ 

1 

s 

' 

1 

5 

i 

MINOR 

Ea 

J 

.-.r 

—  -C 

">- 

_-r 

2 

)^ 

33.  b 

SOURCES. 

EARNINGS 

27.  3  } 

^ 

^  •- 

r 

2 

y— 

x-  -r 

6*' 

'•-< 

--' 

i 

^ 

j 

y 

5 

*  *  '  *o  »  *.  - 

Xi±t^^»:ii 

-l»*vr 

*»4 

;••"' 

5«J 

)»»>r 

i***'' 

r 

*n> 

ffj 

L 

EXPENSES 

V 

*' 

'"', 

!** 

T 

20.': 

1B.1 

j 

"i—  M  —  p—  ( 

/ 

\ 

PER  CENT 

J- 

-^ 

r 

—  i 

_-'- 

r 

s 

L 

2 

—  -r 

—  | 

^_ 

OF  TOTAL 

EXPENSES 

57.5. 

i  ^ 

,x 

s 

^  —  t 

)  —  (j 

)^-1- 

S 

6  R 

s 

'** 

) 

i 
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TRAFFIC  STATISTICS,  1890  TO  1909;  GRAPHICALLY 
DELINEATED  —  (Continued) 


YEAHS 

»    co    oo    oo    oo     cococococoa>a>a>a>a>oo>a>o><7> 

TOTAL 

J 

A    1   inliH4 

PER  MILE 

12 

r' 

3 

)-.  X 

OF  LINE 

r 

>  —  c4 

,  —  (j 

1 

!        . 

«d 

s' 

EARNINGS 

3,725 

-r 

fc—  < 

1 

2 

),   6.794 

IT 

S 

NS^ 

bn 

,-C 

)"''l 

r  T 

i-fn-C 

YttU 

ji 

T 

W 

r 

(fi*4»r 

-r  +  tC 

EXPENSES 

O**»0*'1*'* 

>»•( 

3*»»/li,..A*««6«.»^*«t<:>'""< 

)*** 

I 

j^T       |        I 

66.7 

I 

2 

/ 

""""<£  —  rn  —  4> 

/ 

j-x 

X 

) 

EXPENSES  TO 

/6-c 

3' 

\ 

/     \ 

b^ 

/ 

8 

;  —  ( 

c 

)•  —  <• 

;-—  ( 

y 

, 

i 

5 

)--'! 

N. 

^C 

>  —  6  —  (i 

'(j 

X    1 

3.8 

J 

"( 

> 

RATIO  TO 
CAPITAL  OF 
EARNINGS 

i'i  i 

1 

,c 

3''' 

Cr--1' 

i  —  ©  —  , 

. 

i 

r"C 

3' 

\ 

x-r 

r'' 

'C 

>—  C 

Y 

itsa 

^ 

-4-4 

PROFIT 

33 

).»»( 

>*K 

^  +  t  +  C, 

jtt-ti 

w*jj 

5*+A 

Jr 

''C 

73 

828 

LINE  OF 

t. 

J> 

NO  PROFIT 

/ 

2 

2 

/ 

/ 

/ 

2 

j 

[ 

c 

-'  —  -( 

1 

f 

\ 

t 

z 

z 

X, 

[/ 

\ 

2 

CAPITAL 

7 

\ 

I 

p 

g  —  Y 

\ 

i 

s—  -{ 

60,340 

c 

i>  —  c 

' 

t 
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RATIO  OF  RAILWAY  MILEAGE  TO  POPULATION  AND  AREA 
OF  THE  SEVERAL  STATES  IN  THE  UNION;  IN  1890, 
IN  1900  AND  IN  1909 

(States  in  Groups) 
INCREASE  IN  RAILWAY  MILEAGE 


INCH 

JSASE 

STATES  IN 
GROUPS 

1890 

1000 

1909 

I9< 

JO 

100 

9 

Miles 

Pr.  Ct. 

Miles 

Pr.Ct. 

Maine     

x.n8 

1  .01  S 

2  166 

r77 

A.\ 

2ei 

T4 

New  Hampshire    .     .     . 
Vermont      

I.U5 

O2I 

1,239 

I  OI2 

1,249 
i  088 

94 

OI 

8.2 

08 

10 

76 

0.8 

7  c 

Massachusetts       .     .     . 
Rhode  Island    .... 
Connecticut      .... 

2,093 

212 
1,007 

2,119 
212 
I,O24 

2,116 

212 

1,005 

26 
17 

1.2 

1.6 

*3 
*I9 

*O.I 

•1.8 

Group  I    

6,7l6 

7,521 

7,836 

80"; 

12 

7JC 

4.1 

New  York         .... 

7,  66  1 

8,121 

8.44.8 

460 

4.2 

^27 

New  Jersey       .... 
Pennsylvania    .... 
Delaware      

2,047 
8,453 

•732 

2,257 

10,331 

74.7 

2,256 

II,  206 

•J77 

210 

1878 
2C 

10 
22 
7.7 

*    i 

875 

*IO 

8.4 

*  2.0 

Maryland     

I   2^1 

I  ^76 

I.4.4S 

IAC 

II 

60 

tf 

Dist.  Columbia     .     .     . 

30 

32 

35 

2 

6.6 

3 

9-3 

Group  II       .... 

19,744 

22,464 

23,727 

272O 

14 

1263 

5.6 

Ohio    

7,011 

8,807 

0  O70 

806 

ii 

272 

•j 

Michigan      

7  24.2 

8  lOS 

o  o^o 

Qt-J 

i« 

864 

IO 

Indiana    

e,07I 

6.471 

7.^81 

CQO 

8.? 

012 

id 

Illinois     

10  214 

II  OO3 

II  851 

780 

7.7 

848 

7.7 

Missouri  

6.OO4. 

6875 

8.O4C 

871 

I« 

1  1  70 

17 

Group  III      .... 

37,342 

41,351 

45,417 

4009 

IO 

4066 

9.8 

*  Decrease. 
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INCREASE  IN  RAILWAY  MILEAGE  —  (Continued} 


STATES  IN 
GROUPS 

1890 

1900 

1909 

INCREASE 

IOOO 

1909 

Miles 

Pr.  Ct. 

Miles 

Pr.  Ct. 

Wisconsin   

5,583 
5,466 
8,366 

5,295 
8,806 

6,530 
6,943 
9,185 
5,685 
8,719 

7,445 
8,568 
9,752 
6,015 
8,953 

947 
1477 
819 
390 

*87 

17 
27 
9.6 

7-3 

I.O 

915 
1625 
567 
330 
234 

14 
23 
6.1 
5-8 

2.6 

Minnesota  

Iowa  

Nebraska    

Kansas   

Group  IV     .... 

33,5i6 

37,062 

40,733 

3546 

I.O 

3671 

9.9 

West  Virginia  .... 
Virginia  

1,328 
3,160 
3,001 
2,193 
4,532 

2,228 
3,779 
3,831 
2,818 
5,652 

3,502 
4,487 
4,860 

3,397 
6,940 

900 
619 
830 
625 

II2O 

67 
ii 

27 
29 

22 

1274 
708 
1029 

579 

1288 

57 
19 
26 

20 
22 

North  Carolina    .     .     . 
South  Carolina    .     .     . 
Georgia  

Group  V       .... 

14,214      18,308 

23,186 

4094 

29 

4878 

27 

Florida   

2,471 
3,3U 
2,332 
1,759 

3,299 
4,226 
2,920 
2,824 

4,254 
5,i65 
4,398 
5,456 

828 
912 
588 
1065 

33 
27 
25 
60 

955 
939 

1478 
2632 

29 
22 

50 

93 

Alabama     

Mississippi  

Louisiana    

Group  VI    .... 

9,876 

13,269 

19,273 

3393 

34 

6004 

45 

Kentucky    

2,746 

2,752 

3,o6o 
3,137 

3,467 
3,76i 

314 

385 

ii 
13 

407 
624 

13 

20 

Tennessee   

Group  VII  .... 

5,498 

6,197 

7,228 

699 

12 

1031 

16 

Arkansas     

2,196 
8,613 

1,214 

3,36o 
9,886 

2,150 

5,237 
13,521 

5,785 

1164 
1273 

936 

53 
14 

77 

1877 
3635 

3635 

55 
36 

1  68 

Texas     

Indian    Territory    and 
Oklahoma     .... 

Group  VIII       .     .     . 

12,023 

15,396 

24,543 

3373 

27 

9147 

60 

North  Dakota      .     .     . 
South  Dakota      .     .     . 
Montana     

1,940 
2,486 
2,181 
942 
941 

2,731 
2,850 
3,010 
1,229 
1,261 

4,200 
3,948 
4,138 
1,618 
2,134 

791 

364 
829 
287 
320 

40 
14 
38 
30 
34 

1469 
1098 
1128 
389 

873 

54 
38 
37 
3i 
69 

Wyoming    

Idaho      

Group  IX    .... 

8,490 

11,081 

16,038 

2591 

30 

4957 

44 

*  Decrease. 
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INCREASE  IN  RAILWAY  MILEAGE  —  (Continued) 


INCR 

EASE 

STATES  IN 
GROUPS 

1890 

I9OO 

1909 

190 

0 

190 

*> 

Miles 

Pr.  Ct. 

Miles 

Pr.  Ct. 

Colorado     

4,176 

4,  eg? 

5.4^4 

411 

0.8 

867 

18 

Utah  

1,090 

1,54.7 

1.057 

457 

42 

4IO 

27 

Nevada  

Q2C 

OOQ 

3,118 

*i6 

*I  7 

1229 

I«C 

Group  X      .... 

6.IQI 

7,043 

9,549 

852 

14 

2506 

35 

Arizona  

1,096 

I.CI2 

I.OOA 

4.l6 

38 

482 

ii 

New  Mexico    .... 

1,324 

i,7S3 

3,004 

429 

32 

I2SI 

71 

Group  XI     .... 

2,420 

3,265 

4,998 

845 

35 

1733 

S3 

California   

x,ie6 

S.7SI 

7,e20 

HO? 

•»2 

1778 

3° 

Oregon    

1.428 

1.724. 

2,160 

296 

2O 

4^6 

24 

Washington     .... 

X,783 

2,914 

4,651 

1131 

63 

1737 

59 

Group  XII  .... 

7,567 

10,389 

14,340 

2822 

37 

395i 

38 

*  Decrease. 

STATES  IN  GROUPS 


INCR 

EASE 

GROUP 

1890 

1900 

1909 

190 

o 

190 

9 

Miles 

Pr.  Ct. 

Miles 

Pr.Ct. 

I  

6,716 

7,521 

7,836 

805 

12 

315 

4.1 

II      

19,744 

22,464 

23,727 

2,720 

14 

1,263 

5-6 

Ill  

37,342 

41,351 

45,417 

4,009 

IO 

4,066 

9.8 

IV  

33,516 

37,062 

40,733 

3,546 

10 

3,671 

9.9 

v  

14,214 

18,308 

23,186 

4,094 

29 

4,878 

27 

VI  

9,876 

13,269 

19,273 

3,393 

34 

6,004 

45 

vn  

5,498 

6,197 

7,228 

699 

12 

1,031 

16 

VIII       

12,023 

ie,  -106 

24.  ^4} 

•1,777 

27 

9,147 

60 

ix  

8,400 

1  1,  08  1 

16,038 

2,  SOI 

30 

4,957 

44 

x  

6,101 

7,  04  3, 

9,549 

852 

14 

2,506 

35 

XI  

2,420 

3,265 

4,998 

845 

35 

1,733 

53 

XII  

7,567 

10,389 

14,340 

2,822 

37 

3,951 

38 

United  States  .... 

163,597 

193,346 

236,868 

29,749 

18 

43,522 

22 

I-VIII  

138,929 

161,568 

191,943 

22,639 

1     16 

30,375 

18 

IX-XII      

24,668 

31,778 

44,925 

7,  no 

29 

13,147 

41 
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RATIO  OF  MILEAGE  IN  EACH  GROUP  TO  TOTAL  MILEAGE 


GROUP 

1890 

IQOO 

1909 

I           

4.1 

•z.o 

«.« 

II           

12.  1 

II-7 

IO.O 

HI           

22.8 

21.4. 

10.2 

IV       

20.5 

19.2 

17.2 

v     

8.7 

n.e 

0.8 

VI       

6.0 

6.7 

8.1 

VII       

7.4 

7.2 

».o 

VIII       

•7.  a 

8.0 

IO.4 

IX       

e.2 

e.7 

6.8 

x     

3.8 

3.6 

4.0 

XI       

1.5 

1.7 

2.1 

XII       

4.6 

e.4 

6.1 

I-VIII                 

84.0 

8?.6 

81.0 

IX-XII 

IS-I 

16.4 

IQ.O 

RATIO  OF  POPULATION  AND  AREA  TO  MILEAGE 

Population  in  1909  estimated  as  0.9  of  increase  from  1900  to  1910 


PER  MILE  OF  LINE 

f  DEC.  AREA 
RATIO  or  \  ,       _     , 
i  INC.  POP  N 

STATES  IN 

GROUPS 

1890 

1900 

1909 

1900 

1909 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Maine  .      .     . 

24 

490 

17 

362 

IS 

340 

28 

*30 

ii 

*6.i 

New  Hampshire 

8.1 

328 

7-5 

332 

7-4 

343 

7-4 

O.I 

— 

0.4 

Vermont      .     . 

10.8 

360 

9.4 

339 

8.7 

326 

I2.O 

*o.6 

7-4 

*o.4 

Massachusetts 

3-9 

1069 

3-9 

1323 

3-9 

1564 

— 

23 

— 

18 

Rhode  Island  . 

5-9 

1627 

5-9 

2O2I 

5-9 

2505 

— 

24 

— 

23 

Connecticut     . 

4.9 

742 

4.8 

887 

4-9 

1088 

— 

20 

— 

22 

Group  I  .     . 

9.8 

699 

8.8 

743 

8.4 

823 

IO 

13 

4-5 

10 

New  York  .     . 

6.4 

782 

6.0 

»9S 

5-8 

1056 

6.2 

14 

3-3 

18 

New  Jersey 

3-8 

70S 

3-4 

830 

3-4 

918 

IO 

17 

— 

IO 

Pennsylvania  . 

5-3 

622 

4-3 

610 

4.0 

671 

18 

*3-6 

6.9 

10 

Delaware     .     . 

6.3 

522 

5.6 

532 

6.0 

595 

ii 

1.9 

t7-i 

II 

Maryland    .     . 

9.9 

846 

8.8 

864 

8.4 

889 

ii 

2.1 

4-5 

2.9 

Dist.  Columbia 

3-3 

7679 

2.1 

8709 

2.0 

93°9 

8.7 

13 

4-7 

6.8 

Group  II  .     . 

5-9 

716 

5-i 

761 

4-9 

874 

13 

6.2 

3-9 

14 

*  Decrease. 


t  Increase. 
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RATIO  OF  POPULATION  AND  AREA  TO  MILEAGE  —  (Continued) 


Population  in  igog  estimated  as  o.g  of  increase  from  1900  to  igio 


PER  MILE  OF  LINE 

f  Disc.  AREA 
RATIO  OF  1  T 
I  INC.  POP  N 

GROUPS 

1890 

1000 

1909 

IOOO 

1909 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Ohio  .... 

5-i 

464 

4.6 

472 

4-5 

507 

9.8 

i-7 

2.1 

5-2 

Michigan     .     . 

8.1 

288 

7-1 

295 

6-5 

305 

12.3 

2.4 

8-3 

3-3 

Indiana  .     .     . 

6.0 

367 

5-6 

388 

4-9 

363 

6.6 

5-7 

12.5 

*5-9 

Illinois    .     .     . 

5-5 

374 

5-1 

438 

4.8 

468 

7.0 

17 

5-8 

6.8 

Missouri      .     . 

"•5 

446 

IO.O 

45i 

8.6 

407 

13 

i.i 

21.  1 

V7 

Group  III    . 

7.0 

387 

6.3 

411 

5-7 

418 

10 

6.2 

9-5 

i-7 

Wisconsin   .     . 

IO.O 

302 

8.5 

316 

7-5 

363 

IS 

4.6 

11.7 

I  I.O 

Minnesota  .     . 

15-2 

238 

I2.O 

250 

9-7 

238 

21 

5-0 

19 

*4.8 

Iowa  .... 

6.7 

228 

6.1 

243 

5-6 

228 

7-4 

9.8 

8.2 

*6.i 

Nebraska    .     . 

14.6 

200 

13.6 

187 

12.8 

196 

6.9 

*6.5 

5-9 

4.8 

Kansas  .     .     . 

9-3 

162 

9-4 

168 

9.1 

186 

tl.o 

3-7 

3-2 

10.6 

Group  IV     . 

10.5 

221 

9.0 

231 

8.7 

231 

14 

4-5 

3-3 

— 

West  Virginia  . 

18.6 

574 

II.  I 

430 

7.0 

34i 

40 

*2S 

37 

*20 

Virginia  .     .     . 

13-4 

524 

II.  2 

490 

9-4 

454 

16 

*6.4 

16 

*7-3 

North  Carolina 

17.4 

539 

13-6 

494 

10.7 

447 

24 

*8.3 

21 

*9-S 

South  Carolina 

13-9 

524 

10.8 

475 

8.9 

440 

27 

*9-3 

17 

*7-3 

Georgia  .     .     . 

14.0 

405 

10.5 

391 

8.5 

361 

25 

•3-3 

19 

*7.6 

Group  V      . 

14.7 

494 

11.4 

451 

9.0 

408 

22 

•8.7 

21 

*9-5 

Florida  .     .     . 

23-7 

174 

17.7 

160 

13-6 

170 

25 

*8.o 

23 

6.2 

Alabama     .     . 

15-7 

456 

12.3 

432 

IO.I 

408 

21 

*5-2 

18 

*5-5 

Mississippi  .     . 

20.0 

553 

15.6 

531 

10.6 

403 

22 

*3-9 

32 

•24.1 

Louisiana    .     . 

27.6 

635 

17.2 

489 

8.9 

298 

37 

*23.0 

48 

*39.o 

Group  VI     . 

20.Q 

436 

iS-5 

398 

10.7 

323 

25 

*8.2 

31 

*ig.o 

Kentucky-  .     . 

14.7 

676 

13-2 

701 

u.6 

627 

IO.2 

3-5 

12 

*io.s 

Tennessee    .     . 

IS-3 

642 

13-4 

644 

ii.  i 

576 

12.4 

0-3 

17 

*io.S 

Group  VII   . 

14.9 

659 

13-3 

672 

11.4 

613 

II.7 

I.O 

14 

*8.7 

•  Decrease. 


t  Increase. 
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RATIO  OF  POPULATION  AND  AREA  TO  MILEAGE  —  (Continued) 

Population  in  1909  estimated  as  0.9  of  increase  from  1900  to  1910 


(  DEC.  AREA 

PER  MILE  OF  LINE 

RATIO  OF  \  ,       _.     , 
I  INC.  POP  N 

GROUPS 

1890 

I9OO 

1909 

„     1900 

1909 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Arkansas     .     . 

24.9 

Si3 

16.0 

39° 

IO.2 

295 

3i 

23-9 

36 

23.8 

Texas      .     .     . 

30.8 

259 

26.8 

308 

19.6 

281 

13 

15-9 

27 

*8.7 

Indian  Territ'y 

and  Oklahoma 

57-7 

198 

32.6 

367 

12.  1 

271 

43 

46.5 

62 

•26.4 

Group  VIII  . 

32.4 

300 

25-3 

334 

15-8 

282 

21 

IO.I 

37 

*I5.5 

North  Dakota  . 

36.4 

94 

25-9 

116 

16.8 

131 

29 

23-4 

35 

12.9 

South  Dakota  . 

31-2 

132 

27.2 

140 

19.6 

143 

12 

6.6 

28 

2.1 

Montana     .     . 

44.8 

60 

32-S 

80 

23.6 

87 

27 

33-3 

27 

8.7 

Wyoming    .     . 

103.9 

65 

79-6 

75 

60.5 

87 

23 

15-3 

24 

16.0 

Idaho      .     .     . 

90.1 

89 

67.4 

136 

39-7 

144 

25 

52.8 

41 

5-9 

Group  IX     . 

56.2 

92 

43-6 

no 

29.7 

1  20 

22 

19.1 

3i 

9.0 

Colorado     .     . 

24.9 

100 

22.6 

117 

19.0 

141 

9.2 

17.0 

1.6 

21.3 

Utah  .... 

77-9 

190 

54-9 

i?8 

43-4 

185 

29-5 

*6.3 

20.8 

3-9 

Nevada  .     .     . 

119.6 

49 

121.7 

46 

51-7 

36 

to.i 

*6.i 

57 

*21.7 

Group  X  .     . 

48.3   1     108 

41.1 

121 

32.4 

127 

IS 

u.8 

21 

4-9 

Arizona  .     .     . 

112.  2 

54 

74-8 

81 

56.6 

98 

33 

So 

24 

20.9 

New  Mexico    . 

92-5 

116 

69.9 

III 

40.8 

104 

24 

*4-3 

41 

*6.3 

Group  XI     . 

97-3 

88 

72.1 

97 

47.1 

IO2 

26 

IO.2 

34 

5-i 

California    .     . 

38.6 

275 

27-5 

258 

2I.O 

3°3 

28 

*6.i 

23 

17.4 

Oregon    .     .     . 

67.2 

212 

55-7 

236 

44-4 

299 

17 

11.8 

20 

26.7 

Washington 

38.8 

196 

23-7 

177 

14.8 

193 

39 

*9-7 

37 

9.0 

Group  XII  . 

42.7 

247 

3i-i 

232 

22.S 

280 

27 

*6.o 

27 

2O.6 

*  Decrease. 


f  Increase. 
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RATIO  OF  POPULATION  AND  AREA  TO  MILEAGE  —  (Continued) 


PER  MILE  or  LINE 

f  DEC.  AREA 
RATIO  OF  {   .       _ 
I  INC.  POP'N 

GROUP 

1890 

1900 

1909 

1900 

1909 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Sq. 

Popu- 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

Miles 

lation 

I  .... 

9.8 

699 

8.8 

743 

8.4 

823 

10 

13-0 

4-5 

10 

II  .... 

5-9 

716 

S-i 

761 

4.9 

874 

13 

6.2 

3-9 

14 

Ill  .... 

7.0 

387 

6-3 

411 

5-7 

418 

IO 

6.2 

9-S 

i-7 

IV  .... 

10.5 

221 

9.0 

231 

8.7 

231 

14 

4-5 

3-3 

— 

V  .... 

14.7 

494 

11.4 

4Si 

9.0 

408 

22 

*8.7 

21 

*9-S 

VI  .... 

20.9 

436 

15-5 

398 

10.7 

323 

25 

*8.2 

31 

*i9.o 

VII  .... 

14.9 

659 

13-3 

672 

11.4 

613 

II 

I  JO 

14 

*8.7 

VIII  .... 

32.4 

300 

2S-3 

334 

15.8 

282 

21 

IO.I 

37 

'IS-S 

DC  .... 

56.2 

92 

43-6 

no 

29.7 

1  20 

22 

19.1 

31 

9.0 

X  .... 

48.3 

1  08 

41.1 

121 

32.4 

127 

IS 

11.8 

21 

4-9 

XI  .... 

97-3 

88 

72.1 

97 

47-1 

IO2 

26 

10.2 

34 

S-i 

XII  .... 

42.7 

247 

31.1 

232 

22.5 

280 

27 

*6.o 

27 

2O.6 

United  States  . 

18.0 

383 

15-3 

393 

12.4 

381 

IS 

2.6 

18 

•3.0 

I-VIII    .     .     . 

n.6 

427 

10.0 

440 

8.4 

430 

13 

3-0 

16 

*2.2 

IX-XII       .     . 

54-1 

143 

42.0 

ISI 

29-5 

170 

22 

5.6 

29 

12.6 

'Decrease. 
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Accidents,  statistics  of  persons  killed 
and  injured  in,  305,  306 ;  compari- 
son between  Great  Britain  and 
United  States  as  to,  307-308; 
main  causes  of,  311-312;  classes 
of,  to  employees,  316;  influence 
to  be  exercised  by  railroad  brother- 
hoods in  prevention  of,  by  enforce- 
ment of  discipline,  489-490. 

Accounts,  authority  of  Interstate 
Commerce  Commission  to  inquire 
into  railroad,  199-200;  distinc- 
tion between  statistics  and,  201- 
202. 

Acids,  safeguarding  transportation 
of,  334-335- 

Agriculture,  proportion  of  tonnage 
in  products  of,  to  total  tonnage  of 
national  railroad  system,  361. 

Amalgamation  of  railroads  into  sys- 
tems, 191-195. 

American  Railway  Association,  codes 
of  train  rules  formulated  by,  311- 
312;  matter  of  transportation  of 
explosives  taken  up  by,  332 ;  bene- 
ficial results  of  activities  of,  507. 

American  railway  system.  See  Rail- 
way system. 

Anti-trust  Act,  application  to  rail- 
road companies  of,  resulting  in 
holding  of  traffic  associations 
illegal,  109-110;  invoked  against 


proposed  advance  in  freight  rates 

by  railroads,  143. 
Arbitration   Act,    for   settlement   of 

labor  controversies,  472-475. 
Assessment,  of  railroad  property  for 

taxation,    204-206;     question    of 

assessing  federal  corporation  tax, 

220. 


Automatic  car  couplers,  318-331 ; 
proposition  to  leave  choice  of 
device  to  trainmen  themselves, 
320-330;  decrease  in  accidents  to 
trainmen  resulting  from  adoption 
of,  330-331- 

Automatic  system  of  train  signaling, 
295 ;  figures  of  mileage  operated 
by,  297  n. 

Baltimore,  credit  of,  utilized  in  build- 
ing railroads,  178;  parts  with  its 
investment  in  the  Western  Mary- 
land R.  R.  Co.,  184. 

Baltimore  and  Ohio  R.  R.,  charter 
secured  in  1827,  23;  extension  to 
Wheeling  opened  in  1853,  28;  con- 
struction of,  undertaken  by  a 
private  '  corporation,  176;  financ- 
ing of,  by  state  aid,  178;  in- 
definiteness  of  charter  of,  266; 
decision  of  Interstate  Commerce 
Commission  concerning  proposed 
increase  in  rates  by,  452-453;  set- 
tlement of  labor  controversies  on, 
475-476. 

"Battle  of  the  Gauges,"  282-285. 

Blacklisting  by  railroad  companies, 
prohibition  of,  472. 

Board  of  Rapid  Transit  Commis- 
sioners of  New  York  City,  157. 

Boilers,    inspection    of    locomotive, 


346-348. 

Boston,  early  interest  of,  in  canals 
and  railways,  26;  railroad  from, 
to  Albany,  viewed  with  derision, 
176-177;  cost  of  electrifying  ter- 
minal and  suburban  lines  in  and 
around,  297. 

Boston  and  Lowell  R.  R.,  177. 
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Boston  and  Providence  R.  R.,  26. 

Brotherhood  of  Locomotive  En- 
gineers, 470-471. 

Brotherhoods,  railroad,  470;  ap- 
peal should  be  made  to,  for  aid 
in  enforcement  of  discipline,  489. 

Buffalo,  construction  of  electric  road 
from,  to  Troy,  not  permitted  by 
state  railroad  commission,  272. 

Bureau  of  Explosives,  333-334. 

Cable  companies,  authority  of  Inter- 
state Commerce  Commission  ex- 
tended over,  by  Commerce  Court 
Act,  141. 

Camden  and  Amboy  R.  R.,  26. 

Canals,  extent  of,  in  1835,  23 ;  fig- 
ures concerning,  at  present  time, 
44  n. ;  development  of  competition 
between  railroads  and,  50-51. 
See  Waterways. 

Capital,    cooperation  of   labor  and, 

459- 

Capitalization  of  railroads,  Interstate 
Commerce  Commission  opinion 
quoted  on,  163 ;  proposed  regula- 
tion of  basis  of,  by  law,  209 ;  total 
capitalization  of  national  railroad 
system  ( 1 907- 1 008) ,  209-2 1  o ; 
regions  where  overcapitalization 
prevails,  210-211;  conditions  of 
construction  and  traffic  which 
affect,  211-212;  average  rate  of 
return  upon,  215-217;  figures  of, 
and  constant  increase  in,  225; 
comparison  of,  in  recent  years, 
225,  226;  change  in  character  of 
(1898-1908),  from  stocks  to  bonds, 
227-228;  tabular  statement  of, 
by  territorial  groups,  527-528; 
comparison  of  1909  with  1908, 
529-531 ;  necessity  of  enlargement 
of,  to  secure  means  for  betterments, 
new  construction,  etc.,  511. 

Car  couplers,  history  of  the  agitation 
concerning,  318-331. 

Carpetbaggers,  spoliation  of  the 
South  by,  and  rout  of,  78. 

Car-shortage  problem,  335-346. 


Carter,  C,  F.,  "When  Railroads  were 
New,"  by,  cited,  42  n.,  177,  181, 
264  n. 

Central  Pacific  R.  R.  Co.,  38,  39; 
federal  governmental  aid  to,  183. 

Certificate  of  necessity,  granting  of, 
to  projected  railroads,  272-273. 

Charleston  and  Hamburg  R.  R.,  27, 
32. 

Charters,  railroad,  174  S. ;  of  early 
American  railroads,  176-178;  dif- 
ference between  those  of  Great 
Britain  and  those  of  United  States, 
265-267. 

Chesapeake  and  Ohio  Canal  Com- 
pany, 24;  promoted  by  private 
individuals,  176. 

Chicago,  preeminence  of  position 
occupied  by,  45 ;  hearing  in,  on 
advance  in  freight  rates,  144-154. 

Chicago  Elevator  Case,  65,  68. 

Chicago,  Milwaukee,  and  St.  Paul 
engineers'  strike,  469. 

Choate,  Joseph  H.,  quoted  in  case 
of  the  Interborough-Metropolitan 
Company,  248. 

Cincinnati  and  Chicago  Freight 
Bureaus,  cases  of,  103-104,  108. 

Cincinnati  Southern  R.  R.,  184. 

Coal,  transportation  of,  as  an  incen- 
tive to  first  steam  railroads,  27. 

Collisions,  figures  of  killed  and  in- 
jured in,  309,  310;  reasons  for 
occurrence  of,  311-312. 

Commissions,  state,  65-70;  inabil- 
ity to  deal  with  interstate  traffic 
rates,  93 ;  increase  in  number  of 
state,  and  their  multifarious  duties, 
156;  unofficial  organization  of 
railroad  commissions,  under  aus- 
pices of  Interstate  Commerce 
Commisson,  159;  power  of,  to 
refuse  permission  to  build  new 
lines,  272-273;  value  and  position 
of  auxiliary,  in  regulation  of  public 
services,  496-498;  opinion  of 
Supreme  Court  quoted  on  scope 
of  power  of  public  service  commis- 
sions, 498  n. ;  tabular  list  of  state 
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railroad,  with  titles,  dates,  etc., 
523-524. 

Commodity  rates,  question  of  ad- 
vance in,  147,  148-149 ;  decision  of 
Interstate  Commerce  Commission 
concerning,  171,  172,  173. 

Common  carrier,  definition  of,  by 
Railroad  Rates  Act,  119. 

"Community  of  Interests"  plan, 
looking  to  maintenance  of  rates, 

III-II2. 

Competition,  between  railways  and 
between  railways  and  canals,  50- 
51 ;  the  inherent  principle  contrib- 
uting to  usefulness  of  American 
railroad  system,  382-383 ;  disad- 
vantages of,  found  in  sudden  ad- 
vances or  reductions,  383 ;  divi- 
sions of  business  world  and  people 
into  two  classes  by,  the  favored  and 
the  not  favored,  384 ;  attempts  to 
regulate,  met  with  antagonism  by 
the  people,  384-385;  discrimina- 
tion as  the  accompaniment  of,  386- 
387;  sketch  of  a  typical  case  of, 
387-388;  stifling  of,  by  rebates, 
398-399 ;  where  competition  exists 
rates  may  not  be  regulated  on  basis 
of  cost,  420. 

Congress,  Roosevelt's  Railroad  Rates 
Act  in,  117-118;  treatment  of 
Taft's  Commerce  Court  Act  by, 
132-141. 

Connecticut,  railroad  mileage  and 
population  in,  302. 

Consolidation  of  railroads,  exercise 
of  corporate  power  shown  in,  191. 

Construction,  problems  in,  260  ff. 

Corporate  power,  growth  of,  with 
development  of  railroads,  174  ff. 

Corporation  commissions  in  different 
states,  156-159. 

Corporations,  change  of  public  opin- 
ion toward  railroad,  dating  from 
crisis  of  1873,  and  its  results,  53- 
64 ;  endowed  with  faculty  of  com- 
mitting a  crime  and  of  suffering 
penalties,  by  passage  of  Elkins 
Law,  115 ;  immunity  denied  to,  by 


decision  in  "Tobacco  Case,"  116; 
state  regulation  of  private,  engaged 
in  any  public  service,  156-159; 
origins  of,  in  English  common  law, 
174;  origin  and  development  of  the 
modern  railway,  174;  Baltimore 
and  Ohio  R.  R.  Co.  the  first 
undertaking  by  a  private,  of  con- 
struction of  a  railway,  176;  forma- 
tion of  railroad,  in  order  to  apply 
the  public  credit  to  private  ends, 
180-184;  power  of  states  over, 
186-187;  character  of  authority 
of  federal  government  over,  187- 
188;  control  of,  by  Parliament  in 
Great  Britain,  189-190;  most 
objectionable  exercise  of  power  of 
American  railroad  corporations 
has  been  in  connection  with  their 
reorganization,  merger,  or  consoli- 
dation, 190-191 ;  problems  in 
finance  relating  to  railroad  cor- 
porations, 208  ff. ;  the  possible 
means  by  which  society  is  passing 
from  stage  of  individualism  to  that 
of  collectivism,  516. 

Corporation  Tax  Law,  basis  for 
federal  taxation  of  railroads  in,  204. 

Cost  of  railway  service,  determina- 
tion of,  as  basis  of  rate-making, 
417-425 ;  proportion  of,  absorbed 
by  freight  service,  431-432. 

Cost-value-to-date  system  of  railroad 
valuation,  212-214. 

Cotton  crops  of  United  States, 
figures  of,  80  n. 

Couplers.  See  Automatic  car  coup- 
lers. 

Court  of  Commerce,  establishment 
of,  recommended  by  President 
Taft,  127;  discussion  over,  in 
Congress,  133-134;  passage  of  the 
"  Commerce  Court  Act "  and 
moderation  of  federal  railroad  regu- 
lation by,  141. 

Court  of  Commerce  Act,  called  the 
capstone  of  the  monumental  struc- 
ture of  federal  railway  regulation, 
495- 
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Crisis  of  1873,  47  ff. ;  commercial 
failures  during,  47  n. ;  extent  and 
duration  of,  47-48;  the  result  of 
overconfidence  in  immediate  suc- 
cess of  undertakings  made  with 
borrowed  money,  48-49;  condi- 
tions resulting  in  present  railway 
situation  originate  with,  49-53  ; 
change  in  popular  opinion  toward 
railroads  caused  by,  leading  to 
their  regulation  in  the  public 
interest,  53-63 ;  compared  to  a 
destructive  earthquake  in  certain 
benefits  resulting  from,  74-75 ; 
effect  of,  on  railroads  in  Southern 
States,  77  ff. 

Crossings,  the  matter  of,  274-280; 
cost  of  eliminating  in  New  York 
State,  297. 

Cumberland  Road,  the,  21 ;  public 
financial  aid  to,  180. 

Dartmouth  College  Case,  decision  in 
the,  applied  to  railroads,  65. 

Delaware  and  Hudson  Canal  Com- 
pany, tramway  built  by,  24. 

Demurrage  charges  an  inefficient 
remedy  for  car-shortage  problem, 

338-339. 

Demurrage  rules  established  by  Texas 
Railroad  Commission,  345. 

Derailments,  figures  of  killed  and 
injured  in,  309,  310;  reasons  for 
occurrence  of,  311-312. 

Directors,  railroad,  responsibility 
of,  for  corporate  acts,  222-223. 

Discipline,  importance  of,  as  a  factor 
in  efficient  railway  service,  489. 

Discrimination,  in  rates,  92  ff. ;  felt 
most  keenly  in  Mississippi  valley 
and  the  Southern  States,  93 ;  the 
accompaniment  of  competition, 
386 ;  three  characteristic  modes  of : 
between  communities,  persons, 
and  commodities,  387 ;  between 
communities  when  a  choice  of 
transportation  routes  is  offered, 
387-388 ;  between  communities 
with  water  communications  and 


those  solely  dependent  on  railroad 
transportation,  389 ;  by  the  allow- 
ance, on  commodities  produced 
locally,  of  specially  reduced  rates 
for  domestic  or  foreign  export, 
300;  treatment  of,  in  long  and 
short  haul  clause  of  Interstate 
Commerce  Act  of  1887,  390-391  ; 
just  and  unjust,  between  commu- 
nities, 391 ;  by  rebates  and  secret 
rates,  398-412;  reasons  for  dis- 
crimination between  persons,  398- 
399;  discrimination  in  commodi- 
ties, 412. 

Dividends  declared  by  railways 
(1888-1910),  526. 

Double  track,  percentage  of,  in 
United  States,  and  comparison 
with  Great  Britain,  297. 

"Drawbar  pull"  as  an  index  of  serv- 
ice performed,  in  seeking  a  rate- 
making  basis,  418-419. 

East,  bitterness  of  Western  States 
toward  capitalists  of,  dating  from 
reorganization  after  crisis  of  1873, 
60. 

Electrification  of  railroad  lines,  236, 
286  ff . ;  mileage  of  electric  railways 
in  United  States,  290  n. ;  extent  of 
changes  necessary  before  complete 
electrification  can  be  achieved, 
293-296. 

Elkins  Law  (1903),  115,  399;  legal 
ascription  of  moral  responsibility 
to  a  corporation  dates  from  pas- 
sage of,  494. 

Employees,  number  of,  in  financial 
administration  of  railroads,  225 ; 
accidents  to,  305-318;  figures  of 
casualties  to,  314-317;  diminution 
of  accidents  by  adoption  of  auto- 
matic couplers,  330-331 ;  coopera- 
tion of,  to  be  secured  in  obtaining 
ideal  standard  of  railroad  manage- 
ment, 442,  488-490. 

England.     See  Great  Britain. 

Erdman  Law,  the,  472-476;  places 
establishment  of  wage  scale  and 
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of  terms  of  employment  under 
federal  control,  495. 

Erie  Canal,  construction  of  the,  21 ; 
competition  between  railways  and, 
50-51 ;  first  great  work  of  public 
improvement  to  be  owned  and 
operated  by  a  state,  179-180. 

Erie  R.  R.,  28. 

Europe,  suppression  of  trespassing 
on  railways  in,  281 ;  the  railway 
situation  in,  as  to  wages  and  cost 
of  living,  486-488. 

Expenditure  for  construction  and 
improvements,  provision  for,  298- 
299. 

Explosives,  rules  for  transportation 

of,  332-334- 

Express  companies,  classed  as  com- 
mon carriers,  119. 

Failures  during  crisis  of  1873,  47. 

Federal  corporation  tax,  220. 

Federal  supervision,  character  of 
federal  authority  over  corpora- 
tions, 187-188;  of  finances  of 
national  railroad  system,  208  ff .  ; 
magnitude  of  the  task,  224  ff. ; 
suggested  in  cases  of  new  corpora- 
tions, reorganization  of  bankrupt 
corporations,  and  in  issue  of  se- 
curities by  existing  corporations, 
228-229;  of  stock  dividends  and 
the  sale  of  new  issues  to  stock- 
holders below  market  value,  etc., 
231-232 ;  effect  of,  on  influence  of 
the  government  in  Wall  Street  and 
abroad,  232;  will  not  be  influenced 
by  economic  but  by  political  con- 
siderations, 233;  necessity  of 
definite  line  of  demarcation  be- 
tween field  of  action  of  states  and 
of  federal  government,  258-259. 
See  Railway  regulation. 

Finance,  problems  in,  208  ff . ;  tables 
of  operating  statistics,  dividends 
declared,  capitalization,  etc.,  525- 

531. 

Florida,  development  of,  by  rail- 
roads, 82-83. 


France,  capital  from,  invested  in 
American  railroads,  234-235 ;  rail- 
way employees'  wage  difficulties 
in,  487 ;  unfavorable  contrast  to 
old  order  presented  hi  passing  of 
national  railroad  system  from  pri- 
vate corporations  to  the  state,  505. 

Freight  cars,  movement  of,  335-346 ; 
number  of,  and  capacity,  340-341 ; 
additional  net  revenue  to  be 
gleaned  from  use  of  empty,  442- 
443- 

Freight  rates,  concerted  attempt  to 
advance,  before  passage  of  Com- 
merce Court  Act,  142-143; 
methods  of  fixing  originally,  422- 
423  ;  proposition  for  an  ideal  freight 
tariff,  that  will  include  cost  of 
service,  423-424;  doubtfulness  of 
satisfactory  recasting  of  tariffs, 
424;  effect  on  general  welfare  of 
advance  in,  and  question  on  whom 
payment  of,  falls,  438-440;  stand 
taken  by  roads  and  attitude  of 
Interstate  Commerce  Commission 
concerning  advance  in,  455-456. 
See  Rates. 

Freight  service,  proportion  of  cost 
of  operation  absorbed  by  (1890, 
1906-1909),  431-432. 

Freight  traffic,  figures  of,  3 56;  effect 
on  volume,  of  nature  of  commodi- 
ties carried,  359-365;  increase  of 
(1889-1909),  547-549;  tabular 
statement  of,  from  points  of  origin 
(1905-1909),  550-554;  statistics 
of,  per  ton-mile,  555-556. 

Gauge,  establishment  of  a  five  feet, 
for  early  roads  in  Southern  States, 
27;  unification  of  gauges,  77,  282- 
285 ;  proportion  of  mileage  of 
different  gauges,  285  n. 

Germany,  railroad  management  the 
best  in  Continental  Europe  because 
financial  results  of  administration 
of  roads  kept  hi  view,  505. 

Grades,  separation  of,  279. 

Granges,  farmers',  61-62, 
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Great  Britain,  only  country  where 
United  States  may  learn  concern- 
ing regulative  railway  legislation, 
7;  political  agitation  over  early 
railways  in,  8— n;  panic  of  1849, 
caused  by  overspeculation  in  rail- 
way shares,  12-13;  character  of 
railway  regulation  in,  14-15 ; 
public  opinion  in,  averse  to  govern- 
ment contributions  towards  works 
of  public  improvement,  178;  gov- 
ernmental control  of  corporations 
in,  189;  preliminary  steps  neces- 
sary to  working  arrangements 
between  railway  systems  in,  198; 
amount  of  capital  from,  invested 
in  American  railroads,  234 ;  causes 
of  differentiation  between  develop- 
ment of  railroad  systems  in  United 
States  and,  265-266;  "Battle  of 
the  Gauges  "  in,  282-283 ',  casual- 
ties to  passengers  in,  compared 
with  those  in  the  United  States, 
307-308;  comparison  as  to  cas- 
ualties to  employees  in,  with  those 
in  United  States,  314-315;  the 
word  "transportation"  not  used 
in  connection  with  railways  in, 
349- 

Great  Lakes,  an  exception  among 
waterways  as  benefiting  from 
development  of  railway  system, 
44-45;  traffic  on,  conducted  in 
connection  with  railroads,  352. 

Great  Northern  Ry.,  45. 

Haines,  H.  S.,  "American  Railway 
Management"  by,  quoted,  340, 
366-367;  "Railway  Corporations 
as  Public  Servants"  by,  cited, 
313,  3Qi,  400,  412,  428;  "Restric- 
tive Railway  Legislation"  quoted, 
273-274,  cited,  391,  412,  428. 

Harrison,  President,  railroad  safety 
appliances  mentioned  in  message 
by,  326-327. 

Highway  crossings,  274-280. 

Hill,  J.  J.,  cited,  235. 

Holding    companies,   unification    of 


steam  railroads  and  electric  lines 
through,  292. 

Holding  company,  political  aspect  of 
device  of  a,  for  combination  of 
state  corporations,  199;  workings 
of  this  device  shown  by  Inter- 
borough-Metropolitan  Company  of 
New  York,  238-257. 

Hopkins,  Mark,  38. 

Horse  power,  use  of,  on  railroads, 
264. 

Hoyt,  W.  E.,  Report  by,  cited,  44  n. 

Hulbert,  A.  B.,  "Great  American 
Canals  "  by,  42  n. 

Huntington,  C.  P.,  38. 

Illinois,  state  aid  of  public  improve- 
ments in,  181-182. 

Illinois  Central  R.  R.,  29;  land 
grant  to  (1850),  182  ;  end  of  state's 
investment  n,  184. 

Immigration,  stimulus  to,  of  early 
railroads,  29-30;  absence  of,  to 
Southern  States,  and  result  in 
scarcity  of  railroads,  31 ;  statistics 
of  (1873-1882),  73  n.;  effects  of, 
on  increase  in  cereal  products, 
exports,  and  imports,  74;  falling 
off  in,  1893  to  1902,  and  in  1908- 
1909,  358. 

Immunity  denied  to  corporations  by 
"Tobacco  Case"  decision,  116. 

Incorporation,  problems  of,  174  ff. 

Inflammable  articles,  transportation 
of,  334-335- 

Inspection  of  locomotive  boilers, 
346-348. 

Interborough-Metropolitan  Com- 
pany of  New  York,  case  of  the, 
238-257,  532-535- 

Interstate  Commerce  Commission, 
establishment  of  the,  98 ;  character 
of  members  of,  98-99 ;  attitude  of 
the  railroads  toward,  99-100; 
doubtful  attitude  of  the  courts  to- 
ward, 101 ;  question  concerning 
powers  of,  101-102 ;  decision  as 
to  position  and  powers  of,  by  the 
Supreme  Court,  106-110;  failure 
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of,  to  suppress  traffic  associations 
and  to  regulate  non-competitive 
rates,  114;  effect  on,  of  passage  of 
Railroad  Rates  Act,  120-121  ; 
effect  of  Commerce  Court  Act  on 
powers  of,  141-142 ;  rate-making 
power  lodged  in,  by  Commerce 
Court  Act,  143-144;  notable 
hearing  held  at  Chicago  by,  after 
passage  of  Commerce  Court  Act, 
for  discussion  of  advance  in  rates, 
144-154;  proposition  that  the 
whole  country  be  districted  under 
single  commissioners,  155-156; 
possibility  of  conflict  between  state 
commissions  and,  156;  refuses 
permission  to  advance  rates  (191 1), 
1 60;  opinions  accompanying  deci- 
sion, 160-173 ;  increase  in  com- 
modity rates  allowed  in  certain 
territory,  173 ;  authority  of,  to 
inquire  into  accounts  and  statistics 
of  railroads,  200;  question  as  to 
accurate  valuation  by,  of  national 
railway  system,  203  ff. ;  authority 
over  transportation  of  explosives 
given  to,  333  ;  investigation  of  car- 
shortage  problem  by,  336;  para- 
mount authority  of,  upheld  by 
U.  S.  Circuit  Court  in  car-shortage 
cases,  338-339;  National  Car 
Demurrage  Rules  fathered  by, 
346 ;  official  classification  of  freight 
tonnage  by,  359  ff. ;  authority  of, 
over  the  freightage  of  our  national 
commerce,  373-375 ;  duties  of,  in 
properly  applying  long  and  short 
haul  clause,  392-396;  responsi- 
bility of,  in  assuming  rate-making 
power,  425,  427;  decisions  of, 
disapproving  of  advances  in  freight 
rates,  445  ff. ;  difference  between 
stand  taken  by  roads  in  seeking 
advance  in  rates  and  attitude  of 
Commission,  455-456;  office  as  a 
conciliatory  board  in  cases  of  labor 
difficulties,  472  ff. 

Interstate  Commerce  Law,   passage 
of,  in   1887,   marks  beginning  of 


stage  of  legislative  regulation  in 
evolution  of  American  railway 
system,  17,  97,  98;  interpretation 
of,  by  Supreme  Court,  105-106, 
iio-in;  the  Railroad  Rates  Act 
the  outcome  of  experience  in  the 
working  of,  118-119;  passage  of, 
in  1887,  inaugurated  rational  and 
consistent  regulation  of  railroads, 
269-270;  "long  and  short  haul" 
clause  of,  390-392 ;  orderly  evolu- 
tion of  federal  railroad  regulation 
dates  from  passage  of,  493 ;  char- 
acter of  amendments  to :  Elkins 
Law,  Safety  Appliance  Act, 
Erdman  Law,  Court  of  Com- 
merce Act,  etc.,  494-496. 

Iron  ore,  commerce  in,  on  Great 
Lakes,  352. 

Italy,  discontent  and  threatened 
action  of  railway  employees  in, 
487-488;  discredit  brought  on 
railroad  system  of,  by  disregard  of 
economic  principles,  505. 

Janney  coupler,  the,  320-321,   323, 

324- 
Japanese,  railroad  law  of  the,  273- 

274. 
Judah,  Theodore  D.,  38. 

Labor,  problems  of  capital  and,  459- 
490. 

Labor  unions,  463  ff. ;  acts  of  Con- 
gress relative  to,  471-472 ;  con- 
trol of,  over  rates  of  pay  on 
railroads  established,  475-481. 

Land  grants  to  railroads,  182-183. 

Limited  liability,  principle  of,  recog- 
nized in  England  in  connection 
with  railway  charters,  175. 

Little  Miami  R.  R.,  28. 

Lobby,  the  railroad,  185. 

Locomotive  boilers,  inspection  of, 
346-348. 

Locomotives,  electric  vs.  steam,  289 ; 
necessity  for  more  powerful,  295. 

Long  and  short  haul  clause,  in  Com- 
merce Court  Act,  138-139,  140; 
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treatment    of    discrimination    by 

clause  in  Interstate  Commerce  Act 

of  1887,  300-392. 
Long  Island    R.  R.,  elimination  of 

crossings  by,  278;    electric  service 

on,  289. 
Lumber,   proportion  of  tonnage  in, 

to  total  railway  tonnage,  361. 

Maine,  railroad  mileage  and  popula- 
tion in,  302. 

Manufactures  and  merchandise,  pro- 
portion of  tonnage  in,  to  total 
railway  tonnage,  361. 

Maryland,  corporation  commission 
in,  159;  financial  aid  given  by,  to 
Baltimore  and  Ohio  R.  R.,  178; 
sells  out  railroad  interests  to  Balti- 
more and  Ohio  R.  R.,  184. 

Massachusetts,  railroad  commission 
in,  66;  regulation  of  basis  of  rail- 
road capitalization  by  law  in,  209  ; 
state  and  township  control  of 
early  railroad  projects  and  routes 
in,  268;  the  matter  of  railroad 
crossings  in,  277-278;  railroad 
mileage  and  population  in,  302  ; 
investigation  of  freight-car  couplers 
in,  321-322,  325-326. 

Master  Car  Builders'  Association, 
activities  of,  concerning  automatic 
couplers,  318-331. 

Master  Car  Builders'  Freight  Coup- 
ler, 325. 

Mergers,  regulation  of,  191-198. 

Metropolitan  Securities  Company  of 
New  York,  case  of  the,  238-257. 

Michigan,  state  aid'  of  railroads  in, 
182. 

Mileage  of  railroads  in  United  States, 
75;  in  1835,  178;  in  1890,  193- 
194;  figures  of  increase  in  ton- 
mileage  in  recent  years,  235 ; 
figures  of,  compared  with  figures 
of  increase  in  population,  299- 
303;  relation  of,  to  traffic,  356- 
359;  ratio  of,  to  population  and 
area  of  the  several  states  (1890, 
1900,  and  1909),  559-565- 


Minerals,  proportion  of  tonnage  in, 
to  total  railway  tonnage,  361. 

Mississippi  River,  first  continuous 
railroad  connection  between  At- 
lantic seaboard  and,  28-29;  first 
connections  between  Chicago  and, 
and  result  in  establishment  of 
trunk  lines  from  the  East  to  the 
Great  West,  29 ;  extension  of  lines 
beyond  the,  36-37;  decrease  in 
traffic  on,  351-352. 

Missouri,  state  aid  of  railroads  in, 
182. 

Missouri  Pacific  R.  R.,  chartering  of, 
as  the  Pacific  Railroad  Company, 
37;  strike  (1886),  469. 

Mohawk  and  Hudson  R.  R.,  25,  177. 

Narrow-gauge  lines,  77,  284. 
Nashville  and  Chattanooga   R.   R., 

34- 

National  Association  of  Railway 
Commissioners,  271. 

National  Car  Demurrage  Rules,  346. 

National  Reciprocal  Demurrage  As- 
sociation, 336. 

New  Hampshire,  railroad  mileage 
and  population  in,  302. 

New  Jersey,  corporation  commission 
in,  159. 

New  York  Central' R.  R.,  28;  con- 
solidation of,  with  Hudson  River 
R.  R.,  192-193. 

New  York  Central  and  Hudson 
River  R.  R.,  extent  of  electric 
service  of,  289;  unification  of 
steam  railroad  and  electric  lines 
by,  292 ;  cost  of  improvements  in 
progress  on,  297 ;  decision  of 
Interstate  Commerce  Commission 
concerning  proposed  advance  in 
rates  by,  453 ;  labor  difficulties  of, 
476-478. 

New  York,  New  Haven,  and  Hart- 
ford R.  R.,  electrification  of,  289 ; 
unification  of  steam  railroad  and 
electric  lines  by,  292 ;  control 
over  entire  New  England  railroad 
system  obtained  by,  378. 
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New  York  City,  the  Interborough- 
Metropolitan  Company  case,  238- 
257 ;  expense  of  new  railroad 
approaches  and  terminals  in,  296. 

New  York  State,  regulation  of  public 
service  commissions  in,  157-158; 
construction  and  operation  of  Erie 
Canal  by,  179-180;  financial  aid 
given  railroads  by,  181 ;  experience 
with  crossings  in,  276-279 ;  cost  of 
eliminating  level  crossings  in,  297. 

North  Carolina,  construction  of 
trans-Allegheny  lines  from,  78. 

Northern  Securities  Company,  112- 
113- 

Official  Classification  of  freight 
traffic,  359-362. 

Official  Classification  territory,  deci- 
sion of  Interstate  Commerce  Com- 
mission forbidding  increase  of 
rates  in,  170;  figures  of  freight 
traffic  from,  550. 

Ohio,  "Plunder  Law"  in,  for  state 
aid  to  railroad  companies,  181. 

Ohio  and  Mississippi  R.  R.,  28. 

Ohio  River,  tonnage  of  traffic  on, 
44  n. 

Oklahoma,  corporation  commission 
in,  158-159. 

Operation,  problems  in,  304  ff. ; 
statistics  of  (1901-1910),  525. 

Overcapitalization  of  railroads,  152, 
163,  210-211. 

Pacific  coast,  early  railway  history 
on  the,  37-42. 

Panama,  Isthmus  of,  early  communi- 
cation between  Pacific  coast  and 
the  East  by  the,  39;  amount  and 
nature  of  traffic  by  the,  396. 

Panic  of  1849  in  Great  Britain,  due 
to  overspeculation  in  railway 
shares,  12-13. 

Panic  of  1873,  47  ff. 

Panics,  effect  of,  on  railway  traffic, 

358-359- 

Passenger-mileage,  increase  in  (1888- 
1907),  365-366. 

2P 


Passengers,  accidents  to,  307-309, 
310  n. ;  numbers  of,  carried  by 
railroads,  354-357- 

Passenger    traffic,     fluctuations    in, 

358-359- 

Passes,  railroad,  83,  85 ;  prohibition 
of,  by  Railroad  Rates  Act,  120. 

Patrons  of  Husbandry,  the,  61-62. 

Pennsylvania,  repudiation  of  public 
debt  by,  61,  182 ;  regulation  of 
basis  of  railroad  capitalization  by 
law  in,  209. 

Pennsylvania  R.  R.,  first  through 
train  over,  29 ;  experience  of,  with 
crossings,  279;  extent  of  electric 
service  of,  289;  decision  of  Inter- 
state Commerce  Commission  con- 
cerning proposed  advance  in  rates 
by,  453;  settlement  of  wage  diffi- 
culties on,  478-480. 

Philadelphia  and  Columbia  R.  R.,  25. 

Phosphates,  discovery  of,  in  the 
South,  81,  82-83. 

Pipe  lines,  classification  as  common 
carriers,  119. 

Pittsburg  railroad  strike,  468-469. 

"Plunder  Law"  in  Ohio,  181. 

Political  parties,  attitude  of,  toward 
railroad  regulation  (1908),  124-126. 

Politics  vs.  economics,  as  illustrated 
by  the  "greenback"  and  "free 
silver"  issues,  4-5;  entrance  of, 
into  railway  regulation  and  into 
regulation  of  incorporated  capital, 

5-7- 

Pooling  agreements,  87;  lack  of 
efficiency  of,  88-89;  renewal  and 
maintenance  of,  89-90;  causes  of 
prohibition  of,  by  the  Anti-trust 
Law,  385. 

Population,  relation  of  increase  of, 
to  extension  of  railway  system  in 
United  States,  299-303  ;  relation  of 
railway  traffic  to,  354,  356-35? ; 
statement  in  tabular  form  of  in- 
crease in  (1840-1910),  536-545; 
ratio  of  railway  mileage  to  area  of 
states  and,  in  tabular  form  (1800, 
1900,  and  1909),  559-565- 
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Private    car   lines,    classification    as 

common  carriers,  ng. 
Profits,  question  concerning  just  and 

reasonable  profits,  and  position  of 

railroads    under    present    regime, 

457-458. 
Publicity  of  railroad  accounts  and 

statistics,     question      concerning, 

200  ff . 
Public    lands    granted    to    railroads 

and  to  states,  182-183. 
Public  Service  Commission  of  New 

York,  investigation  of  the  Inter- 

borough-Metropolitan     case     by, 

238-257- 
Public  Service  Commissions  in  New 

York  State,  157-158. 
Public  service  corporations,  growing 

tendency  of  state  governments  to 

regulate,  156  ff. 
Public  services  defined,  260  ff. 
Pullman  Company  strike,  470. 

Railroad  Rates  Act,  the,  117-123; 
beneficial  effects  of,  122-123. 

Railway  commissions,  state,  65-70. 
See  Commissions. 

Railway  crossings,  274-280. 

"Railway  magnate,"  the  first,  191. 

Railway  mileage.    See  Mileage. 

Railway  rates.     See  Rates. 

Railway  regulation,  as  a  political 
issue,  5-6;  to  be  disentangled 
from  politics  and  considered  from 
economic  and  commercial  point  of 
view,  6-7 ;  of  early  railways  in 
Great  Britain,  8-1 1 ;  panic  of 
1849  in  Great  Britain,  results  in, 
13-14;  character  of  British,  14- 
15;  difference  between  American 
and  British  problems,  16;  passage 
of  Interstate  Commerce  Law,  in 
1887,  marks  beginning  of  stage  of 
legislative  regulation  in  evolution 
of  American  railway  system,  17; 
importance  of  study  of  formative 
period  of  American  railway  system, 
in  a  discussion  of,  42 ;  first  at- 
tempts at,  in  connection  with 


inequalities  in  freight  tariffs,  63-65 ; 
sovereign  power  of  states  as  to, 
established  by  Chicago  Elevator 
Case,  65;  resort  to  state  railroad 
commissions,  65-67 ;  vain  struggles 
of  railways  against  the  will  of  the 
people,  67-70;  attention  of  Con- 
gress first  called  to  necessity  for 
federal  legislation  looking  to,  94; 
Reagan  Bill  (1878)  passes  House 
but  fails  to  pass  Senate,  95 ;  issue 
remains  before  Congress  and  the 
people  for  nine  years,  95-97 ;  pas- 
sage of  Interstate  Commerce  Law 
(1887),  97;  attitude  of  political 
parties  toward,  1 24-1 26 ;  possible 
conflict  between  state  and  federal 
governments  over,  156;  the  state 
commissions,  156-157;  general 
incorporation  law  looking  to,  185; 
problems  presented  in  connection 
with  regulation  of  finances,  208- 
259;  problems  in  construction, 
260-303;  in  operation,  304-348; 
in  traffic,  340-381 ;  in  discrimina- 
tion, 382-412;  in  rate  making, 
413-458;  matters  of  capital  and 
labor  to  be  supervised,  459-490; 
the  tendency  of  government  regu- 
lation, 491  ff. ;  importance  of 
agreement  as  to  what  is  meant  by, 
517;  distinction  to  be  made  be- 
tween railway  control  and  regula- 
tion, 517;  conclusion,  that  exer- 
cise of  the  national  sovereign 
power  be  used  with  great  care,  521. 
See  Federal  supervision. 

Railway  Safety  Appliance  Act,  330. 

Railway  system,  American,  four 
stages  of  development  of,  16-17; 
period  of  formation  and  account 
of  early  roads,  18-42;  the  period 
of  extension,  beginning  with  close 
of  Civil  War,  43-70;  conditions 
resulting  in  present  situation  of, 
originated  in  crisis  of  1873,  49-53 ; 
change  of  public  sentiment  toward 
railroads  and  causes  of,  53-64  ; 
mileage  of  ,(1873,  1880,  and  1890), 
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75 ;  the  period  of  reconstruction, 
to  be  dated  from  1880,  71-97; 
period  of  regulation,  dating  from 
passage  of  Interstate  Commerce 
Law  (1887),  98-123;  connection 
between  growth  of  corporate  power 
and  development  of  railway  sys- 
tem, 174;  consolidation  of  roads, 
190  ff . ;  the  fourteen  principal 
systems,  194  n.;  impossibility  of 
regulation  of,  by  separate  states, 
195- 

Rates,  origins  of  differences  of  opin- 
ion regarding,  with  first  railways, 
8-9 ;  antagonism  to  railroads  after 
crisis  of  1873  concentrated  upon 
inequalities  in,  63-64;  the  giving 
of  secret  rates,  85;  regulation  of, 
by  agreements  between  railroads, 
86-90;  discrimination  in,  92  ff. ; 
discrimination  in,  felt  most  keenly 
in  the  Mississippi  valley  and  the 
Southern  States,  93 ;  discrimina- 
tion in,  for  distance,  and  effect  in 
Mississippi  valley  and  Southern 
States,  93-94;  inability  of  state 
railroad  commissions  to  regulate, 
95  J  popular  agitation  concerning, 
resulting  in  Interstate  Commerce 
Law,  96-97  ;  new  era  in  regulation 
of,  marked  by  passage  of  Interstate 
Commerce  Law,  98 ;  unwillingness 
of  railroad  managements  to  arrive 
at  understanding  with  Interstate 
Commerce  Commission  over  regu- 
lation of,  99-100;  failure  of  Com- 
mission to  effect  at  once  a  reforma- 
tion in,  100-101 ;  difficulty  over 
concurrent  exercise  of  judicial  and 
legislative  powers,  102 ;  traffic 
associations  for  steadying,  held  by 
Supreme  Court  to  be  illegal  under 
Anti-trust  Act,  109-110;  "Com- 
munity of  Interests"  plan  for 
maintaining,  111-112;  the  North- 
ern Securities  Company  scheme, 
112-113;  device  of  Union  Pacific 
Railroad  Company  to  maintain, 
113-114;  inefficiency  of  Interstate 


Commerce  Law  for  regulation  of, 
114;  passage  of  the  Railroad 
Rates  Act  (1906),  117-119;  char- 
acteristic features  of,  119-120; 
concerted  attempt  of  railroads  to 
advance  freight  rates,  before  pas- 
sage of  Commerce  Court  Act,  142- 
143;  power  of  making,  virtually 
lodged  in  Interstate  Commerce 
Commission  by  Commerce  Court 
Act,  143-144;  hearing  by  Inter- 
state Commerce  Commission  in 
matter  of  general  advance  in,  held 
in  Chicago  (1910),  144-155 ;  argu- 
ments advanced  by  railroads  for 
general  increase  in,  146-150; 
physical  valuation  of  railroad 
property  as  a  basis  of  reasonable, 
1 5  2-1 53;  permission  to  advance, 
refused  by  Interstate  Commerce 
Commission  (1911),  160;  opinions 
accompanying  decision,  160-173  J 
necessity  for  flexibility  in,  to  meet 
varying  requirements  of  commerce, 
375;  disparity  in,  resulting  from 
unbridled  competition,  384;  ef- 
forts of  railroads  to  steady,  met 
with  antagonism  by  the  people, 
384-385 ;  power  of  regulation  of, 
transferred  to  federal  management 
or  Interstate  Commerce  Commis- 
sion, 385  ;  principles  for  judging, 
of  railroad  managements  and  of 
shippers,  414-415;  maximum  and 
minimum,  416-417;  rates  per 
passenger-mile  or  per  ton-mile,  and 
per  car-mile  or  per  train-mile,  417 ; 
"drawbar  pull"  as  an  index  of 
cost  of  service,  418-419;  rates 
may  not  be  regulated  on  basis  of 
cost  where  competition  exists,  420 ; 
method  of  fixing  freight  tariffs 
originally,  422-423;  responsibility 
of  Interstate  Commerce  Commis- 
sion in  assuming  power  of  making, 
425,  427 ;  increase  in  wages  as  a 
reason  for  increase  in,  436-437, 
481-482;  the  conclusion  that  the 
reasonable  rate  is  based  on  the 
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value  of  the  service  rendered,  437- 
438 ;  effect  on  general  welfare  of  a 
general  advance  in,  438;  question 
on  whom  payment  of  rates  falls, 
438-440;  cost  of  service  fixes 
minimum,  value  of  service  to  whom 
it  is  rendered  fixes  maximum,  445  ; 
decision  of  Interstate  Commerce 
Commission  disapproving  of  ad- 
vances in,  445  ff . ;  stand  taken  by 
roads  in  seeking  advance  in,  455. 

Rate  wars,  85. 

Reagan  Bill,  the,  95. 

Rebates,  origin  of,  85,  398;  failure 
of  Interstate  Commerce  Commis- 
sion to  put  a  stop  to,  114;  passage 
of  the  Elkins  Law  looking  to  sup- 
pression of,  115,  399;  provisions 
of  Railroad  Rates  Act  concerning, 
110-120;  the  Sugar  Rebating 
Cases,  400. 

Reorganizations  of  railroad  systems, 
regulation  of,  191-198. 

Replacement  value  system  of  rail- 
road valuation,  212,  214. 

Repudiation  of  state  debts,  61,  182. 

Rhode  Island,  railroad  mileage  and 
population  in,  302. 

Ripley,  E.  P.,  quoted,  297  n. 

Roosevelt,  President,  and  the  Rail- 
road Rates  Act,  117-119. 

Route,  public  control  of  question  of, 
in  case  of  projected  roads,  271-273. 

Sacramento  Valley  R.  R.,  38. 
Safety  Appliance  Act  of  1898,  494- 

495- 

Safety  appliances,  on  cars,  318  ff. ; 
on  railroads,  326-332.  See  Auto- 
matic car  couplers. 

Savings  banks,  deposits  and  surplus 
of,  in  New  York  City,  232  n. ;  ex- 
tent of  investment  of  deposits  in 
railroad  securities,  234,  510. 

Securities,  federal  intervention  sug- 
gested in  issues  of  new,  228-229; 
certain  experimental  legislation  in 
regulation  of  issue  of,  231 ;  amount 
of  investment  of  savings  banks  in 


railroad    securities,    234;     British 
and   French   capital   invested   in, 

234-235- 
Short-term  notes,  a  point  for  federal 

supervision,  231-232. 
Smith,  Adam,  quoted  concerning  uses 

of  incorporated   capital,    174-175. 
Soliciting  agents,  activities  of,  86-87, 

97- 

South  Carolina,  lack  of  direct  trans- 
Allegheny  connections  from,  78- 

79- 

South  Carolina  R.  R.,  32,  33. 

Southern  Railroad  and  Steamship 
Association,  formation  of.  86; 
effort  to  enforce  maintenance  of 
rates  by,  and  results,  108-110. 

Southern  States,  slow  development  of 
railway  transportation  in  the,  30- 
32;  railroad  construction  in,  down 
to  1860,  32-35;  beneficial  effects 
of  crisis  of  1873  on  railroads  in, 
77  ff. ;  rout  of  "Carpetbaggers" 
and  rehabilitation  of  railroads,  77- 
79;  development  of  natural  re- 
sources of,  79-80  ;  growth  of  fruit 
and  vegetable  industries  in,  80-82  ; 
development  of  Florida  and  Gulf  of 
Mexico  ports  by  railroads,  82-83. 

Southern  States  Freight  Association, 
effort  to  enforce  maintenance  of 
rates  by,  109-110. 

Standard  Oil  Case,  400-411. 

Stanford,  Leland,  38. 

State  aid,  to  Baltimore  and  Ohio 
R.  R.,  178;  in  building  of  Erie 
Canal,  179-180;  to  various  works 
of  public  improvement,  180-181  ; 
end  of  state  ownership  in  railroads 
with  crisis  of  1873,  184. 

State  Commission  of  Gas  and  Elec- 
tricity in  New  York  State,  157. 

State  Inspectors  of  Gas  Meters,  in 
New  York  State,  157. 

State  ownership  of  railroads  in 
Europe,  175. 

State  railroad  commissions,  origins 
of,  65-70,  269 ;  inability  of,  to  deal 
with  interstate  traffic  rates,  93; 
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contrast  between  inauguration  of 
Interstate  Commerce  Commission 
and  inauguration  of,  98-99;  in- 
crease in  number,  and  multifarious 
duties  of,  156;  unofficial  organiza- 
tion of,  under  auspices  of  the  Inter- 
state Commerce  Commission,  159; 
power  of,  to  refuse  permission  for 
construction  of  new  lines,  272- 
273 ;  value  and  power  of,  496-498 ; 
opinion  of  Supreme  Court  quoted 
concerning,  498  n. ;  tabular  list  of, 
with  titles,  dates,  etc.,  523-524. 

States,  power  of,  to  regulate  rates 
within  their  borders,  established 
by  Chicago  Elevator  Case,  65. 

Station  men,  casualties  to,  315. 

Statistics,  authority  of  Interstate 
Commerce  to  inquire  into  railroad, 
200;  proper  character  and  useful- 
ness of,  200-201 ;  question  as  to 
importance  attached  by  Interstate 
Commerce  Commission  to  certain, 
203-205. 

Steel  cars,  necessity  of,  295-296. 

Stock  and  Bond  Commission,  Presi- 
dent Taft's  recommendations  in 
message  of  1908,  131 ;  establish- 
ment of,  and  duties,  140,  141. 

Stockholders,  railroad,  ignorance  and 
innocence  of,  of  corporate  wrong- 
doing, 222-223  J  consideration  of 
property  rights  of,  in  connection 
with  federal  regulation  of  railroads, 
507-510. 

Strikes,  notable  and  significant  rail- 
road, 468-470;  legislation  in- 
tended to  prevent,  472. 

Sugar  Rebating  Cases  (1906),  400. 

Supreme  Court,  decision  of,  in  Cin- 
cinnati and  Chicago  Freight  Bu- 
reaus cases,  as  to  extent  of  powers 
of  Interstate  Commerce  Commis- 
sion, 104-106;  any  agreement 
between  railroads  for  maintenance 
of  rates  held  to  be  illegal  by,  109- 
110;  decision  in  Northern  Securi- 
ties Company  case,  113;  decision 
in  Tobacco  Case,  that  immunity  of 


its  agents  cannot  be  utilized  by 
corporation  to  avoid  consequences 
of  its  criminal  acts,  116;  still  the 
final  court  of  appeal  from  action  of 
federal  legislation  upon  corporate 
enterprises,  121-122;  power  of 
designating  judges  of  Commerce 
Court  conferred  on,  137-138; 
interpretation  of  long  and  short 
haul  clause  of  Interstate  Commerce 
Act  of  1887,  390-392  ;  attitude  of, 
toward  Standard  Oil  Case,  409 ; 
decision  concerning  railroad 
strikes,  470;  enunciation  of  prin- 
ciple which  warrants  legislative 
regulation  of  railroad  service,  492 ; 
tribute  to,  as  a  distinctive  feature 
of  American  form  of  government, 
496;  opinion  quoted  in  case  of 
Interstate  Commerce  Commission 
vs.  E.  H.  Harriman,  concerning 
scope  of  power  of  public  service 
commissions,  498  n. 

Taft,  President,  message  of,  on  rail- 
road regulation,  126-132;  recep- 
tion met  with  by  message,  in 
Congress,  132-141. 

Tax,  federal  corporation,  220;  prop- 
osition of  a  graduated,  on  rail- 
road securities,  236-237. 

Tehuantepec  route,  effect  on  all-rail 
traffic  of  opening  of  the,  395-396. 

Telegraph  and  telephone  companies, 
authority  of  Interstate  Commerce 
Commission  extended  over,  141. 

Texas,  Stock  and  Bond  Law  in,  for 
regulation  of  railroad  securities, 
231 ;  reciprocal  demurrage  rules 
established  by  state  railroad  com- 
mission in,  345. 

Third-rail  systems,  287  ff. 

Tobacco  Case,  bearing  of  decision  in, 
on  railroad  corporations,  116 ;  wide- 
reaching  import  of  decision  in,  494. 

Tolls,  origin  of  railway  rates  in  the 
old  turnpike,  8-9. 

Ton-mileage,  increase  in  (1888-1907), 
365-366. 
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Tonnage,    official    classification    of, 

350-364- 

Trackmen,  casualties  to,  316-319. 

Traffic  agreements,  86;  prohibition 
of,  under  Anti-trust  Act,  109-1 10 ; 
President  Taft's  message  concern- 
ing, 128;  beneficial  results  to  be 
secured  from  those  of  Western 
roads,  196-197 ;  railroads  should 
be  allowed  to  group  themselves  into 
traffic  associations,  376-381. 

"Traffic"  and  "  transportation,"  349 ; 
statistics  of  traffic,  353  ff . ;  details 
and  figures  of  passenger  traffic, 
354-356;  fluctuations  in  freight 
traffic,  356;  effect  of  financial 
depression  on,  358-359 ;  effect  on 
volume  of  freight  traffic,  of  nature 
of  commodities  carried,  359-365; 
division  of  revenue  from  passenger 
traffic  and  freight  traffic,  368  ff. ; 
statement  in  tabular  form  of  in- 
crease of  (1880-1909),  546-54Q; 
of  freight  from  points  of  origin, 
550-554;  statistics  of  passenger 
and  freight  (1890-1909),  with 
earnings,  sources,  etc.,  555-558. 

Trainmen,  casualties  to,  315-318; 
diminution  of  accidents  to,  by 
adoption  of  automatic  couplers, 
330-331.  See  also  Employees. 

Train  rules,  codes  of,  311-312. 

Transcontinental  railroads,  construc- 
tion of,  39-42,  76  ff . 

Transportation,  distinction  between 
traffic  and,  349. 

Trespassers,  figures  of  accidents  and 
fatalities  among,  306. 

Trespassing  on  railroad  tracks,  279- 
281 ;  punishment  of,  in  European 
countries,  281. 

Trunk  Line  Protectorate  of  1874,  86. 

Trunk  lines,  establishment  of  the,  29. 

Union  Pacific  R.  R.,  genesis  and  con- 
struction of,  30-42 ;  device  of,  to 
maintain  desired  rates,  113-114; 
federal  governmental  aid  to,  183; 
used  as  an  example  of  unstable 


foundation  of  prices  of  stocks  as 
a  method  of  valuation,  212;  cost 
of  double-tracking,  297. 

Valuation  of  national  railroad  system, 
question  of  importance  attached 
by  Interstate  Commerce  Commis- 
sion to,  203-205 ;  basis  on  which 
it  is  to  be  constructed,  205-207 ; 
market  prices  of  a  railroad's  secu- 
rities an  unstable  foundation  for, 
212  ;  only  two  possible  methods,  by 
cost  value  to  date  and  the  replace- 
ment value,  212—213  •'  comparison 
of  expenditure  and  valuation,  298. 

Vanderbilt  System,  founding  of  the, 
191-193. 

Vermont,  railroad  mileage  and  popu- 
lation in,  302. 

Virginia,  construction  of  trans- 
Allegheny  lines  from,  78;  estab- 
lishment of  a  Corporation  Commis- 
sion in,  156-157,  159- 

Wages,  increase  in,  given  as  a  reason 
for  advancing  freight  rates,  146- 
149;  opinion  of  Interstate  Com- 
merce Commission  on  this  point, 
169;  increase  in,  as  a  reason  for 
increase  hi  rates,  436-437;  settle- 
ment of  controversies  over,  by 
Interstate  Commerce  Commission, 
472  ff. ;  establishment  of  scale  of, 
and  of  terms  of  employment,  placed 
under  federal  control  by  Erdman 
Law,  495. 

Waterways,  disadvantageous  effect 
on,  of  development  of  railway 
system,  44-45 ;  extension  of  power 
of  Congress  over,  119;  yielding  of, 
to  railroads,  350-352;  recent 
arousing  of  popular  opinion  in 
behalf  of,  352-353;  general  effect 
of,  on  railroad  rates,  387. 

Western  and  Atlantic  R.  R.,  184. 

Westinghouse   brake,   the,  323,  324. 

Whitney,  Asa,  37. 

Witnesses,  the  matter  of  immunity 
of,  115-116. 
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"One  of  the  best  books  on  the  railway  problem  published  a  year 
or  two  ago,  when  federal  legislation  was  under  discussion,  was 
that  by  Henry  S.  Haines,  who  has  held  high  office  in  some  of 
the  greatest  railroad  systems  of  the  country  and  who  has  been 
president  of  the  American  Railway  Association.  Last  May  Mr. 
Haines  delivered  a  course  of  lectures  before  the  Boston  Uni- 
versity School  of  Law,  and  fortunately  fur  the  general  reader  his 
lectures  are  now  published  in  a  book  which  is  even  superior  to 
its  predecessor,  '  Railway  Corporations  as  Public  Servants,'  and  it 
is  well  chosen,  for  the  book  deals  exclusively  with  the  public  ser- 
vice of  the  roads  and  the  best  ways  of  regulating  it  in  the  public 
interest. 

"  Mr .  Haines  does  not  favor  government  ownership,  and  he  presents 
numerous  strong  arguments  against  it.  But  his  book  is  by  no 
means  written  as  a  work  of  propaganda  for  the  continuance  of 
private  ownership.  He  is  against  government  ownership  because 
he  has  a  thoroughly  thought-out  programme  of  government  con- 
trol, which,  he  believes,  will  accomplish  all  the  important  ends  in 
view."  —  Chicago  Record- Her  aid. 
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Service;  II,  The  Public  Service  of  a  Railway;  III,  The  Public 
Benefits  conferred  by  Railways  ;  IV,  The  Public  Burdens  Im- 
posed by  Railways;  V,  Recent  Federal  Legislation;  VI,  The 
Cost  of  Railway  Service  ;  VII,  The  Reasonableness  of  Railway 
Rates  ;  VIII,  The  Standard  of  Railway  Service  ;  IX,  The  Proper 
Regulation  of  Railway  Service. 
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Restrictive  Railway  Legislation.  By  HENRY  S.  HAINES,  Mem- 
ber of  American  Society  of  Civil  Engineers,  Member  of  American 
Society  of  Mechanical  Engineers,  Author  of  "American  Railway 
Management." 

355  pages,  8™,  cloth,  $1.25  net 

"  This  book  contains  the  substance  of  twelve  lectures,  which  were  deliv- 
ered before  the  Boston  University  School  of  Law,  the  object  of  the  lectures 
being  to  present  the  manner  m  which  legislation  and  the  decisions  of  the 
courts  have  affected  the  operation  of  railways  in  their  relations  to  the  pub- 
lic. .  .  .  The  author,  considering  his  training  and  the  environment  in 
which  he  was  placed  as  a  practical  official  for  so  many  years,  is  singularly 
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